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MUTUAL SECURITY ACT OF 1959 


THURSDAY, APRIL 16, 1959 


Houses oF REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D.C. 


The committee met at 10:45 a.m., in room G-3, U.S. Capitol, Hon. 
Thomas E. Morgan (chairman) presiding. 

Chairman Morcan. The committee will come to order. 

We are meeting in open session on the extension of the Mutual 
Security Act for fiscal year 1960. 

Our witness this morning is a man who has appeared in this room 
many, many times, the Honorable W. Averell Harriman, former Gov- 
ernor of the State of New York, former Director of Mutual Security, 
former Special Assistant to the President, former U.S. Special Repre- 
sentative in Europe for ECA, former Secretary of Commerce and 
who also served with distinction as the Ambassador to Russia. 

Governor, Mr. Ambassador, it is certainly an honor and a privilege 
to have you here this morning, and you may proceed in whatever 
method you wish. 


STATEMENT OF HON. W. AVERELL HARRIMAN 


Mr. Harriman. I want first to express my thanks to the commit- 
tee. It seems like old times to be in this room and see so many of you 
again. We have had so many interesting discussions and this com- 
mittee has been responsible for such splendid legislation which I think 
has been one of the reasons why we can feel confident today and have 
faith in the future of the world. I am sure your deliberations will 
continue to develop wise decisions in the future. 

I haven’t always agreed with all of the things that you have failed 
to do. I think I have rarely disagreed with your affirmative acts. I 
certainly have great admiration for the courage of this committee and 
its influence for good in the world in many, many fields. 

Now, I wanted to say first a few words about India, if I may, and 
then a few words about the future of so-called foreign aid. Then if 
anyone wishes to ask any questions, I shall, of course, be only too 
happy to try to answer them as best I can. 

want to make it plain I am not in the confidence of the Govern- 
ment, and I haven’t been over the mutual security program in its de- 
tail and so I speak from its broader aspects rather than from know]l- 
edge of the detailed transactions which have taken place since I was 
involuntarily discharged from the Federal service. 

I went to India last month and spent a month there and then a few 
days in Pakistan on the way back. I selected India because India, I 
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think, is the key both geographically and because of the character of 
their problems to the problems of the underdeveloped countries of not 
only south Asia, but of other parts of the world. 

I think if India is able to achieve what all people are seeking— 
namely, dignity and a decent life in freedom, through democratic 
processes, that it will help to assure democracy in the world but, on 
the other hand, if India fails and she succumbs to Communist pres- 
sures, I think it will have a very serious effect on all of the under- 
developed countries. India, after all, is the most populous of the 
countries that are non-Communist, with a population in excess of 380 
million, and she has about every problem that any country has. 

I talked to most of the members of the Government, the Central 
Government as they call it, Federal as we would call it, and to a num- 
ber of the ministers of the State governments, including the Commu- 
one government which is in control of one of the States. There are 14 

tates. 

I came away feeling much as I did about Europe in 1947. If you 
add up all of the problems you have a very gloomy picture. Yet if 
you see the progress that is being made it gives you reason for 
optimism. Rtas mid, F 

There is the beginning of the building of permanent houses in the 
villages. Every village you go to seems to have a few brick houses 
being built instead of the mud huts in which they have been accus- 
tomed to live. That is an indication that some farmer feels that he is 
more secure in the tenancy of his land either as a tenant or as an 
owner. 

In the cities you see building going on, small factories being built 
and you see vast undertakings such as the great dams, the Damodar 
Valley development, which is much as our Tennessee Valley. You see 
steel mills being built. India, by the end of this year, will have 
tripled steel production since independence from 2 million tons to 6 
million. They are already producing some pig iron in the new plants. 

It will take some time before India is able to take advantage of the 
improvements that have been made. It was about the same with the 
Marshall plan. When we first started the statistics didn’t show the 
activity. So much money was going into investment that there was 
very little improvement in the statistical figures, but when the invest- 
ments began to show results—take in India, when the steel mills began 
to produce steel, steel becomes more available for other industries and 
you see industries spring up and production develops. Yet it is a 
slow process. 

Among other reasons I went to India was I wanted to see Red China 
through the Indian eyes as far as Icould, through the Indians who 
had been to China. I resent the fact that all Americans aren’t per- 
mitted to go. I think it is important that we know what goes on in 
China, and I must confess that I resent any control of travel to China 
by responsible Americans who want to go and see what is going on. 

Sticking to India first, I found that Mr. Nehru, the Prime Min- 
ister, and his colleagues in the Government had one determination. 
They had all been part of the Independent movement; they had all 
served their time in British jails. They are now determined to lead 
India to economic independence, having achieved political independ- 
ence. 
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To them this means to be independent of the need to ask for any 
special economic favors from any other country. They talk about 
breaking the cycle of poverty and moving from an underdeveloped 
country into a developing country, a country that is self-reliant and 
self-generating in its investments. Its export trade can pay for its 
imports. 

But, during this period India cannot make the progress which I 
know you have heard about from Congressman Bowles. India can- 
not carry out the investment program which is needed to become a 
self-sustaining country without foreign assistance, foreign loans. 
prio are not begging for charity, and they believe investments are 
sound. 

They hope by the end of the third 5-year plan which dates from 
1961 to 1965—which they are now working on but which they haven’t 
yet formalized—to achieve this self-reliant, dynamic economy. But 
they will need foreign assistance of somewhere between half a billion 
dollars to a billion dollars a year. I use that wide range because 
that was the width of the range which different ple, who were 
working on the plan, or observing it, gave me. thik it will be 
closer to the larger figure. 

Now, that includes outside loans and investments from all sources. 
As you all know, the other industrial countries, England, Germany, 
Italy, Japan, Russia, are making loans or in other ways assistin 
India economically. Technical assistance is given by Norway, an 
the Colombo Pact countries are assisting India in different ways. 
Thus aid is not coming only from the United States by a long shot. 

Mr. Nehru made it plain that India could be kept on a dole indefi- 
nitely if the aid was insufficient. In other words, she would be 
treading water. She wouldn’t be gaining. She wouldn’t be moving 
upstream. 

India has an increased population of something less than ours— 
1.8; I think ours is 2 percent—but she needs to take care of that 
increased population each year. Unless she makes progress beyond 
that she will be treading water. 

On the other hand, if she gets enough assistance to carry out her 
economic investment program, the Indians do believe they will in- 
crease production so rapidly that they will become self-sustaining 
and be able to generate the capital needed to go forward. 

Now, when you think that India has an average per capita in- 
come of about $56 a year as compared to our $2,000, you will read- 
ily see that it is not easy to extract investment capital either 
through taxes or through savings from a population as poor as 
they are. There is nobody starving in India but there are a great 
many people who are hungry. They have increased their caloric 
intake from something like 1,500—Congressman Bowles, I think 
it was about that when you were there, or perhaps 1,600, and it has 

ne to 1,700 to 1,800. They want to increase it to 2,000. I be- 
frove the Japanese have 2,200, and we have something in excess of 
3,000. Their programs are not overly luxurious, but they place 
first an increase in agricultural production. 

I believe from the people I saw and talked to, both Americans 
as well as Indians, they can increase food production substantially 
according to the program, if they get help to build fertilizer plants, 
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if they get help to improve their irrigation and if they get techni- 
cal assistance to improve their cultivation methods, improvement of 
seed and otherwise. 

They have a community development program, a village program 
which includes an agricultural extension service which has gotten 
off the ground but there is still a great deal to be done and the in- 
crease in food production has not been as rapid as they had hoped. 
Whereas in industry in some cases it has gone more rapidly than 
was expected. 

There is a great deal of emphasis, of course, in the press on 

ublic investment in industry but the private sector in industry has 
increased even more substantially. There is still something like 90 
percent of al] the industry in private hands, whereas less than 10 
percent is in government ownership. 

The government has picked out certain sectors which they think 
cannot be done by private investment or can better be done by 
government and left the rest for private investment, both foreign 
capital as well as local capital to develop. 

There is no prejudice against private capital. There is no prejudice 
against foreign private capital. I think one of the things that can be 
explored to mutual advantage is ways in which foreign private capital 
can be encouraged by the Indians and, on our side, how we can encour- 
age Americans to invest in India and other underdeveloped countries. 

I was glad to see while I was there that the Department of Com- 
merce had organized a committee of businessmen, headed by a 
member of the Department of Commerce, that was visiting India 
to consider ways and means to improve our trade with India and 
also to increase private investment. 

I haven’t had a report from them but I suppose the Department 
of Commerce will in time submit their observations. They are a 
very fine group and I think it was very useful for the Department 
to have organized such a trip. 

Now, the Indian Government calls itself a Socialist government 
and that seems to invoke terror in the minds of some Americans. It 
doesn’t worry me quite as much because we Democrats have been called 
Socialists so the word doesn’t terrify me, but I was interested to try 
to find out what the Indians meant by it. 

I couldn’t find a clear definition of socialism in India. I think you 
will agree, Congressman Bowles, it is not a dogma, but a general 
approach. 

I think we have to recognize that in the East, capitalism is almost 
synonymous with colonialism. It signifies to them exploitation. 

I found there is a general consensus of approach. They want to 
reduce the great disparity of economic status, to give equality of 
opportunity, equality of justice and develop a sense of fellowship. 

Home Minister Pant explained to me that most important of all was 
personal freedom. None of this conception of socialism in any way 
infringes upon the personal freedoms which they value very highly. 
These are all things that we believe in. : 

T discussed, of course, the question of nonalinement at a consider- 
able length. There is no doubt that. Mr. Nehru and his colleagues— 
and it is felt throughout the country—want to stay out of the world 
conflict as much as we did during the many years of our early de- 
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velopment. They feel that they have a great deal te do in solving 
their own problems. In addition they are not at all sure that we are 
always right in our positions and, of course, they want to stay on 
a friendly basis with the Soviet Union and Red China. They want 
to learn from the Soviet Union particularly. The Soviet Union has 
achieved those things they want to achieve. Forty years ago the 
Russians were 90 percent illiterate. Now they are a well educated 
people. The Indians today are 80 percent illiterate. Also they see 
a good health system developed in Russia which they want to de- 
velop in their own country and they see a rapid development of in- 
dustry which they want to develop themselves. It is also a part of 
the Ghandian and Hindu philosophy to see the best in others, includ- 
ing your enemies, and that is a quality which Mr. Nehru makes very 
plain that he thinks he must follow as a leader of his country. 

On the other hand he has been very plain in his criticism of the 
Communist system, the Soviet system, He compared China in one 
speech to an army camp. He has spoken of communism as suppress- 
ing freedoms essential to human development and associated with 
violence. He has made it plain that the Indians have no inten- 
tion of carrying forward their program without full consent of the 
people and intend to protect fully individual rights. 

Their constitution is very clearly drawn to give that protection. 

Incidentally, the central government has the right to go in and take 
over state governments if they infringe the constitution or in any 
way abuse power. 

I think we can be satisfied as long as Nehru leads his country that 
India will be allied to us in the fundamentals of our objectives— 
namely, independence of countries from outside interference and indi- 
vidual dignity and personal freedoms. 

However, India will not join in military alliances and is not im- 
pressed by those statements that have been made that “they are either 
for us or against us.” 

I would like to say a word or two about the military program, par- 
ticularly as it relates to Pakistan because I found that we had, beyond 
what I had appreciated, contributed to an arms race between India and 
Pakistan. There are not, of course, cordial relations between India 
and Pakistan for many reasons, which go very deep, but everywhere 
I went in India I was asked, at every press conference I was asked, one 
of the first questions, “Why do you give arms to Pakistan? They only 
intend to use them against us.” 

My answer was that President Eisenhower had given assurances to 
ys Minister Nehru that these arms would not be used against 

ndia, 
_ They said, “Well, you can’t trust that because how is he going to stop 
it? They will use them and then it will be too late. We must protect 
ourselves and we have therefore increased our military program, 
bought more modern aircraft, more modern equipment from the Brit- 
ish and the French and those expenditures have more than exceeded 
the aid that we have gotten from you.” 

On the other hand, I found a great improvement in good will toward 
the United States and this seemed to be the one area where there was 
a serious disagreement between us. 
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Then I went to Pakistan and found almost the reverse amon, ple 

I met: “How is it that you can give economic aid to the fndians? 

They use it to purchase weapons which they only intend to use against 

us,” and they were quite frank in saying their military need was to 
rotect themselves against the Indians and they felt the cold war was 
ar afield from them. 

There is one pressing major issue which I think should be dealt with 
and that is the decision as to the division of the river waters, There 
are six rivers, tributaries of the Indus River, that flow from the Hima- 
layan Mountains, some of them through Kashmir, some of them 
through India, into Pakistan and there must be some agreement be- 
tween those two countries on these river waters. 

The World Bank, under the leadership of Mr. Black, has developed 
a program which will be presented—they have been working at it for 
7 or 8 years—this year to both countries and I think we ought to use 
every effort we can to get agreement. 

It is an ambitious program to build canals from the northern rivers 
to the southern rivers to permit India to use the southern rivers for its 
irrigation projects and protect Pakistan’s present and future irriga- 
tion projects from the waters of the three northern rivers. Undoubt- 
= Ae have heard about this program from those who are familiar 
with it. 

I think that if agreement can be reached through the good offices 
of the World Bank, it will tend to reduce the tensions between the 
two countries. 

I talked to the Pakistani President, General Ayub, and he indi- 
cated they would be willing to consider with India reduction of 
armaments and even mutual subcontinent defense, if they could reach 
agreement about these waters although there is also the serious prob- 
lem of Kashmir. But I was struck by the depth of feeling against 
us in both countries because of this arms race for which each side 
holds us partly responsible. 

There is, of course, a real reason for those two countries to have 
military equipment to protect themselves against possible invaders 
from the north and east and west and it is much to our interests to 
see them have mutual defense rather than defense against each other. 

Now, I left India with a feeling that if we can help support her 
during this next critical 7 years she may well get to the point where 
she can be self-sustaining and we can see an end to our program. 

The attitude certainly of the leaders of the country are what we 
would like to have it—their determination to be freed from the need 
to ask for outside assistance. 

I am constrained to believe that we have come to a point where the 
bilateral approach has almost become obsolete and that we must 
consider something along the lines of the Marshall ‘pease a longer 

riod of authorization of the Loan Fund, the Development Loan 

und, and cooperative arrangements with the other industrial coun- 
tries through which we can work together to see that India and 
the other underdeveloped countries get the capital they need. 

I think we are due for some heditohiae of the overall needs of the 


underdeveloped countries and of where the money can come from, 
both from existing governmental agencies of ourselves and other 
countries, from private investment and possibly the establishment of 
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another agency perhaps associated with the World Bank, along per- 
haps the lines of Senator Monroney’s International Development 
Association. 

I would hope that the Congress would approve a resolution alon 
the lines of the one that was introduced by our four distinguishe 
Congressmen and Senators, Senators Kennedy and Cooper and 
Congressmen Bowles and Merrow which I understand provides for 
a study of the needs of India and of the situation, so that constructive 
action may be taken next session. 

In the meantime I hope the Congress will approve the requests of 
the administration for the Loan Fund. I am inclined to believe they 
are inadequate but the proposal is before you and I don’t think it 
should be cut. I think it is both inadequate in amount and in the 
length of time that it covers. It should be increased and cover a 
longer period but I recognize that a program has to be developed 
for Congress to act and I am not suggesting action be taken this year 
for a longer range program but I do hope the committee will give 
serious consideration to it for the future. 

I certainly hope that the administration will. 

As far as the military program is concerned, I have read the Draper 
report and I am satisfied that the military aid, particularly to NATO, 
is justified. 

We must not lose sight of the fact that the industrial resources of 
Western Europe, including Western Germany, added to our own, are 
very formidable and overshadow even Khrushchev’s ambitious plans. 
We don’t want to get in the habit of thinking this is a conflict just 
between United States and the Soviet Union. The NATO alliance 
is a very real one and the resources of Western Europe are very real. 
I hope nothing is done to divide us from our NATO powers or noth- 
ing is done to divide NATO itself or to lop off Western Germany. 
Such an act would be a major victory for Khrushchev and the 
Kremlin. 

I am not suggesting that you stop military aid to Pakistan. We 
have entered arrangements with them that should be carried through. 
I believe that we should use our efforts to assist a settlement of the 
difficulties, particularly in regard to the river waters, between India 
and Pakistan and if that is worked out in another year a reduction 
of armaments could be discussed with the two countries or a common 
defense by the two countries of the subcontinent rather than this ill 
will that exists today. 

There is shooting ane across the borders of eastern and western 
Pakistan with the neighboring Indian ton es very trivial dif- 
ferences as to the boundary line between them. Those questions 
could be readily settled if some of the major problems could be gotten 
out of the way. 

I am sorry to say that I think it would have been better if we con- 
centrated more on ringing India and Pakistan together rather than 
to have interjected our aid to one country in such a way that it has 
contributed to the friction between them. 

Chairman Morean. Thank you, Governor. 

Governor, you have been here many times and you know we o 
on the 5-minute rule. Each member has 5 minutes to ask his 
questions. 
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Now, Governor, from your testimony I think you wholeheartedly 
support the program. 

Mr. Harriman. I wholeheartedly support the program. 

Chairman Morean. You feel that the $700 million this year of- 
fered in the Development Loan Fund should be a continuing authori- 
zation and the amount should be greater than $700 million? 

Mr. Harrman. Yes. I can’t give you the amount but I think those 
who have studied it—there are a number of groups that have—I would 
like to suggest the possibility of increasing it rather than reducing it. 

Chairman Morean. Governor, do you think that there is definitely 
an arms race between Pakistan and India? 

Mr. Harriman. I don’t think there is any doubt that the Indians did 
increase their purchases of modern equipment. They increased them 
as a result of the arms that we gave Pakistan. Perhaps it is wrong to 
call it an arms race, but India certainly has spent more money on her 
military than she would have if it hadn’t been for our giving arms to 
Pakistan. 

And, incidentally, the Pakistanis are spending 65 percent of the in- 
come of the Central Government on arms, which shows you the size of 
their expenditures for military. That is partly offset, of course, by 
defense support. 

Chairman Morcan. Governor, if we readjusted our programs with 
Pakistan and India in a manner that appeared to be less favorable to 
Pakistan and more favorable to India, is there any danger that the 
political situation in Pakistan will deteriorate ? 

Mr. Harriman. I don’t think we ought to make any change. We 
have embarked on this program, and I don’t think we can. We have 
just signed a bilateral mutual security arrangement with Pakistan 
and I am not proposing that we change it or that we amend the ar- 
rangements in any way that have been made. 

I am suggesting that we get to work on the major differences be- 
tween these two countries—namely, this dispute over the river 
waters—and try to get that settled this year; and, if that is settled, 
then discuss with the two countries together whether they can embark 
upon a mutual defense of the subcontinent. I am not optimistic about 
settling Kashmir, but maybe if you get the river waters settled it 
will lead to a better atmosphere. 

I don’t think any suggestion of mine should be interpreted that we 
should recklessly change our policy toward Pakistan. Pakistan has 
not had the kind of stable government that India has had, has not 
made the progress in investment that India has, and needs to be en- 
couraged in increasing her economic production, both agricultural and 
industrial. 

I have found the present head of the Government, General Ayub, 
very much inclined in that direction. He is very much inclined to 
work toward developing a democratic form of government. Not in 
accordance with the parliamentary system, which hasn’t worked in 
Pakistan, but following a system where the President has a fixed term 
with more powers and possibly some restrictions on the franchise, 


developing electoral colleges very much as we attempted. He is deter- 
mined to see that their rights are protected against what they think 
is Indian aggression. r . 

Now, the Indians feel there is aggression on the part of the Paki- 
stanis, and a very unhappy situation exists today. 
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Chairman Morean. Thank you, Governor. 

Mr. Chiperfield. 

Mr. Cuiprerriecp. Thank you, Mr. Chairman. It is very good to 
see you, Governor. 

Mr. Harriman. It is nice to see you. 

Mr. CureerFieLp. I would like to yield my time to Mr. Jackson 
since I was late in getting here. 

Mr. Jackson. I would like to welcome a fellow survivor of Bogota 
to the committee table again. 

Would you care to give the committee your views on diplomatic 
recognition by this country of Red China? 

Mr. Harriman. I don’t think I am in a position to answer that 
within the 5 minutes to which you are restricted. I think our policies 
are very unrealistic today, but there are a series of steps which must 
be taken before any such move as that is contemplated, and it cannot 
be just an automatic oni It requires the most careful thought as to 
what entanglements such a step would lead to and what influence it 
will have on other Asian countries. 

I think there is no doubt—there is no doubt in my mind that Red 
China is there as the permanent government of China and some day 
we are going to have to face the Fact that that is a reality and there 
are certainly many advantages, as well as certain strong disadvantages, 
in recognizing at the present time. 

Mr. Jackson. Senator Mansfield and other spokesmen in both the 
Senate and the House have suggested that in the event that there 
comes into being or is declared a government in exile in India by the 
Dalai Lama that we should extend recognition to that government in 
exile. 

What are your views on that, Governor? 

Mr. Harriman. I am frank to say I haven’t given enough thought 
to it. 

I think we would want to weigh very carefully what we would gain 
by doing it. The Dalai Lama is almost a god to the Buddhists. He 
is called the God King. For us to interfere with what the Buddhists 
are doing in relation to him, I am not sure whether it would do more 
good than harm. I would want to discuss it with those who knew 
more about the religious emotion that relates to the Dalai Lama. I 
do believe that the events in Tibet have awakened many of the people 
in India and Southeast Asia to the aggressive intentions of Red China 
and to the situation which we have seen and have known for many 

ears. 
. I would want to know whether it would do more harm than good 
before I would express an opinion on it. 

I don’t know that I am making myself plain, but here is a religious 
figure of Buddhism and there are devotees of that religion all over 
Asia. For us to become involved in that question on a political basis 
might do more harm than good. : 

Mr. Bow zs. Will the gentleman yield ? 

Mr. Jackson. Yes. | 

Mr. Bowtes. His comment is made doubly complicated by the fact 
that we have never recognized Tibet as an independent country. 
What we have recognized is Chinese sovereignty over Tibet with total 
autonomy for Tibet. 
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The British agreed in 1907 that the Chinese had sovereignty over 
Tibet, but there should be autonomy under that sovereignty. 

In 1950 when Communist China invaded Tibet, the United Nations 
refused to accept jurisdiction or discuss it. 

So the argument legally comes down to this question of autonomy 
which the Chinese have promised to Tibet, a promise which they have 
broken. The important point now, as I see it, is that they have 
broken their promise to Nehru, the promise that the autonomy of 
Tibet would be completely respected. 

Mr. Jackson. My question, of course, goes to the point that if the 
Dalai Lama in me expresses his spiritual and temporal leadership 
as the head of a Tibetan state and proclaims a government in exile, 
then we come to a very interesting point. 

Mr. Fasceti. We will wait on Nehru. 

Mr. Jackson. We probably will, but I would hope not. 

Mr. Harrrman. May I ask Congressman Bowles a question? I had 
assumed Congressman Jackson had the question you raise in mind, 
but do you agree with me that this is a dangerous subject for us to 
become involved in until we see much more clearly what the influence 
of the exile of the Dalai Lama is among all the other countries? If 
we attempt to exploit this for our political motives, I am fearful that 
it would have a very adverse effect toward us and might do us more 
harm than good. 

Mr. Bow tes. I agree. I hope that Asian countries—particularly 
the Asian Buddhist countries—will themselves see what has hap- 
pened. For us to step into an intensely religious situation and give it 
a eold-war twist would, I think, react against us throughout Asia. 

Chairman Morean. The time of the gentleman from Illinois has 
expired. 

r. Cureerrretp. I yield back the remainder of my time, Mr. 
Chairman. 

Chairman Morean. Mr. Burleson. 

Mr. Burteson. Governor, as I understand your statement—Paki- 
stan, having been armed by us, and out of proportion to the general 
area, we more or less have ourselves in a box from that standpoint 
and we have got to stay in the box and live with it. 

Mr. Harrman. Certainly for this year. What we do next year, 
I don’t know. I would not recommend any change that would be an 
act of bad faith on our part. Pakistan has made certain very definite 
commitments to us in the SEATO Pact and the Baghdad Pact, and 
she is going to honor those commitments. We cannot renege on our 
side and I am not suggesting we do. I am only commenting in the 
belief that there is a situation here which deserves reconsideration. 
I don’t think that there would be any undue concern on the part of 
the Pakistanis if we were able to achieve protection for them of the 
vital supply of water which they are very concerned about. 

Mr. Burteson. The reason we have the bilateral agreement with 
Pakistan, to furnish them a considerable amount of arms, was simp] 
because we were dealing with a Nation we thought would defend the 
area as opposed to more or less a pacifist Nation, which is India. 
bey i not forced into that sort. of action and general policy because 
of that ¢ 
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Mr. Harrman, Well, that gets into a question of whether the 
Baghdad Pact was a wise step to take. 

I don’t want today to review the things that have happened in the 
last 6 years, which I think have been unwise. I would rather deal 
with the present and the future because I don’t want to appear to 
take this opportunity to speak partisanly on certain of our foreign 

olicies. 

Ss It is very easy to look back and point at the mistakes. I happen to 
be one of those who thought there were certain weaknesses in the 
Baghdad Pact concept which proved unfortunately to be right. 

ow, there are certain advantages which accrue. There is a close 
relationship between Pakistan and Turkey and Iran that has de- 
veloped from it which I think tends to strengthen Iran. On the 
other hand, it has caused many difficulties in the Middle East 
generally. 

In any event, I do honestly believe we should have a new look at 
the whole defense of the subcontinent of India and Pakistan and try 
to have them work together. 

I don’t think it is quite right to call India a pacifist country. I 
think India obviously is unwilling to sign military pacts with us or 
any other country at the present time, but she is maintaining a sub- 
stantial military establishment and she has the will to fight for her 
rights. 

r. Burteson. In connection with the 5-year plan—and this is, of 
course, a look back also, but at the same time it is tied not only to the 
future of India and our own actions here, but also to probably a, num- 
ber of other nations around the world—did the Indians confer with 
any other government in formulating their present 5-year plan ? 

Mr. Harrman. No, not that I know of. 

Mr. Burteson. They did not? 

Now, obviously they could not carry out this rather ambitious pro- 
gram without help from the outside. 

That being true, have we gotten ourselves into the position of being 
the victim of a form of blackmail? Are other nations who expect to 
be bailed out of difficulties not going to say, “If you do not help us we 
may goto the Soviets for their assistance?” 

Mr. Harrman. You don’t hear that in India among any of the 
leaders of the Government of India. That doesn’t come up. The posi- 
tion they take is, “We can become self-reliant faster if we get outside 
help, but we are going ahead anyway.” 

No one will admit they are going to fail. 

Mr. Burteson. They have accepted Soviet aid. 

Mr. Harriman. Certainly. 

Mr. Burzeson. That is exactly the thing that I am speaking of. 

Maybe others will set up a 5-year plan? Others do have long-range 
plans, and then say to us, “If you don’t help us, we are going to look 
elsewhere both for economic aid and maybe military assistance.” 

Mr. Harrman. They will certainly look anywhere. You must 
recognize many Indians believe they can get better technical assistance 
from the Russians than they can from us. These are the facts of life. 
They see Russia having accomplished what their job is to achieve and 
they think that while we have such a fantastically different economy 
from theirs, they see Russia, the ability to get technical advice from 
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people who have gone through what they have to go through and they 
are not adverse to taking it, but they in no sense, because they take a 
loan of $140 million to build a steel mill, in no sense do they consider 
that gives up any of the independence of India. 6: 

Mr. Nehru and his associates are just as zealous of their independ- 
ence from Russia as they were in obtaining independence from 
Britain. They don’t see there is any danger to their independence in 
accepting this aid. They do recognize that they have to repay this 
loan and they intend to do it. But the Russians are going to con- 
tinue to offer them help and I don’t see any very great loss to us if 
they do it, as long as we and the other western nations do our share. 

Mr. Burueson. I yield to Mr. Bowles. 

Mr. Bowes. I think the goals of the Indian second and third 5-year 
plan have been set by the Chinese Communists more than anyone else 
and India’s goals are set to compete with what is happening in China 
or to try to come as close as possible to competing with them. This 
is the dominant force that set these goals. 

The second point I wanted to make earlier is that we have one great 
advantage in bringing India and Pakistan closer together. There are 
the old civil servants in Pakistan and in India who worked together 
for along time. They know each other by their first names. Most of 
the officers in the India-Pakistani armies over the rank of major and 
captain served together. Many fought side by side together under 
Montgomery in North Africa. They are people who are good friends 
with a good understanding of each other. There is still a strong 
nucleus in these two countries which can be brought together with 
tactful and skillful handling. 

I agree with Governor Harriman we should not walk out on our 
commitments to Pakistan but rather try to divert this energy into a 
more constructive field and particularly in the Indus Valley. 

Mr. Harriman. I am not sure that the 5-year plans are necessarily 
set by the Chinese example. I think they are very conscious of the 
fact that the Communist influence within India itself will be en- 
hanced if they don’t make reasonable progress. On the other hand, 
their plans are not as ambitious as those of the Chinese Communists. 

I haven’t said anything about the impression I got from the In- 
dians I saw. I have been concerned about the Communist develop- 
ment in the Soviet Union, as you all know, for many years, but what 
you hear of what is going on in China is really terrifying. 

You have a nation of 650 million people marching in one direc- 
tion under the domination of the Communist Party and the people 
are obeying. You have a couple hundred million people now in the 
communes and they are ordered in all aspects of their living, many 
of them in barracks, as you know; you have heard the reports but 
the impression I got from the Indians who had been to China con- 
firmed these reports about regimentation and destruction of family 
life. One of the Indians who came back wrote article about it. He 
said the Chinese had become “an endless army of blue ants.” You 
know, they all wear those blue work clothes, men,and women alike. It 
is a terrifying thing when you think that they have so brainwashed 
their people that they will march to work every day and do exactly 
what they are told. They are willing to give up all personality and 
individuality. These are achievements in regimentation which the 
Russians haven’t even tried to accomplish. 
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Chairman Morean. The gentleman’s time has expired. 

Mrs. Bolton. 

Mrs. Bouton. I am very glad to see you. You look as though you 
have been down our way. 

Mr. Harriman. I was down close to your home in Palm Beach. 

Mrs. Boiron. I think this whole question of the influence of Mao’s 
communization is a very interesting one. It will affect Africa as well 
as other countries. 

The use that Mao is making of the real communalism methods is, 
of course, very different from the Russians who did their industriali- 
zation in western ways. The Chinese are not doing that. They are, 
as the Governor says, being reduced to being blue ants. It is the 
greatest mass change that has ever been attempted, I think, anywhere 
in the world. 

I don’t think it is just the brainwashing, I think probably it has 
something to do with a few guns and some of the people who have 
been killed in the area. 

However, I think Mao says rather strongly that he has no industrial 
machines, he just has people, and if China is going to progress she 
has got to progress because the people do it. The people make up 
his machine for progress. It is rather horrible to us, but with 650 
million he probably thinks he can liquidate 300 million of them and if 
then China has come up into the area of a thoroughly modern civili- 
zation and a method, then she can cope with the rest of the world. 

And of course, there is another side to it. Girl babies aren’t 
drowned any more, and women have wages and some of those things 
I think add to making up the whole picture. 

I am very much interested that you say that so clearly, Mr. Harri- 
man, 

Mr. Harrrman. They are doing a certain amount of brainwashing 
because it was very clear from the Indians who saw it, that they are 
constantly under the blast of their radio, which they couldn’t. turn 
off, with constant blasts against the United States as an imperialist 
enemy. 

The Chinese are told they must make sacrifices for 5 years until they 
are strong enough to protect themselves against the evils of this im- 
perialistic force of the United States, and there is friendship for the 
sacrifices being made by the Russian people in helping them to achieve 
this t development. 

Of course, they are, in addition to using human beings in an amaz- 
ing way for their dams and otherwise, they are also building modern 
plants. 

Mrs. Bouton. Oh, yes. 

Mr. Harriman. I was at the Russian steel plant in India, and they 
told me about their methods in China. They have done the same sort 
of thing in helping the Chinese to build substantially to increase their 
steel production. 

Mrs. Boiron. There is no question about that. 

Mr. Harriman. So you are going to have an industrialized country, 
as well as a mass of human beings, doing all sorts of work for which 
they have no machines to do. 

Mrs. Bouron. When you were in Pakistan, did you notice whether 
the dams were finished? Are the things working that would help 
the situation there? 
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Mr. Harriman. I didn’t go outside of Karachi. 

The great problem in Pakistan is this salt in the irrigated land. 
That is creating a great deal of difficulty—Pakistan has not made the 
progress India has in improving production. West Pakistan was a 
food-exporting country but now has become a food-importing 
country. 

Mrs. Borron. How about east Pakistan ? 

Mr. Harriman. That is a very highly populated country. I didn’t 
go there either, but it has tremendous problems of overpopulation. 

They don’t seem to be making the progress the Indians are. 

Chairman Morean. The gent ewoman’s time has expired. 

Mr. O’Hara. 

Mr. O’Hara. Governor, it is good to have you here. The highest 
compliment I can pay is to turn my time over to Mr. Bowles, who with 
his rich background of experience as our former Ambassador to India 
can make a much larger contribution than could I. 

Mr. Bowres. Thank you very much. I don’t know that I have any- 
thing to add except to underscore what Governor Harriman has said, 
that our role should be to bring these people together and to heal the 
differences wherever we can, and certainly to take great care that we 
don’t increase them. These differences are great and they are emo- 
tional. They are rooted in religious differences, although not as much, 
perhaps, as we might think. 

There are over 40 million Moslems, for instance, now living in 
India. After the partition in 1947, only 8 million Moslems left India 
to go to Pakistan. Forty million remained behind, but, nevertheless, 
these tensions are greater. 

Yet there was something like half a million people—Hindus, 
Sikhs, and Moslems—in the riots of 1947, and this is not easily for- 

otten. 
. We can’t solve such problems from the outside. 

If we put the same amount of money we put into the Pakistan 
arms agreement into the development of the Indus Valley for the 
benefit of both Pakistan and India, and built a port for Afghanistan 
on the Arabian Sea and done more to pull these countries together, 
I believe that all of us would now be better off. 

Mr. Harrrmman. May I say I heartily agree with you, but that is 
over the dam. 

Mr. Bowes. That is right. We made our decision. We can’t undo 
it now by suddenly withdrawing and breaking our commitments. 
What we can do is gradually to switch our emphasis from military 
activities to the more constructive economic developments. It may 
take 2 or 3 years in transition. 

Mr. Fascetx. Will the gentleman yield at this point ? 

You are not excluding completely in this discussion and analysis 
any military considerations? 

Mr. Bow.es. If you have ever flown over the Hindu Kush Moun- 
tains. You will know that an invasion from the North would not be 
easy. 

Mr. Fasce.tyi. I mean from the standpoint of the United States. 
Mr. Bowtes. That’s right. Afghanistan traditionally formed a buf- 
fer state between Czarist Russia and India. The British fought 
three wars to keep the Russians out. 
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In upsetting the balance between Pakistan, India, and Afghanistan, 
we opened the door for Soviet Union influence to spread. This 
has brought Soviet military and very massive economic aid into 
Afghanistan. 

a result a British general once said to me, “I do not know how 
many men we lost and the Indians lost in trying to keep the Rus- 
sians out of Afghanistan. I do know they have made more progress 
there in the last 5 years than they have made in the previous cen- 
tury.” 

hat we have been doing is oversimplifying a very complex prob- 
lem by approaching it in purely military terms. 

Chairman Morgan. The gentleman from Connecticut’s time has 
expired. 

. Judd. 

Mr, Jupp. Thank you, Mr. Chairman. 

Governor, we are glad to have you here again. I remember with 
pleasure the years we worked together on various aspects of this pro- 

ram and I want to pay public tribute to you as one who early learned 
the true nature of the Communist movement when lots of other peo- 
ple were hopelessly befuddled. 

Some are still befuddled in the parts of the world which you have 
recently been visiting. But, in the end, facts always impose them- 
selves; and the Communists’ actions in Tibet are facts of the sort that 
some of the wishful thinkers have been denying would ever happen. 

I can’t let some of the statements pass that have been made here on 
this Indian situation. We just heard a criticism of our policy with re- 
spect to Afghanistan because it has allegedly permitted the Russians 
to come in, We could have kept the Russians out easily if we had en- 
tered into an arms program for Afghanistan like the one we have for 
Pakistan, which we are at the same time criticized for having accepted. 
A program of arms aid to Afghanistan would have tied her to us. 
What she asked was a commitment from us like the one we gave to 
Pakistan and we couldn’t give it. There was a limit to our capacities. 

So we were allegedly wrong in Afghanistan for not starting an arms- 
aid program which would have kept the Communists out; but we were 
also wrong in Pakistan for starting there an arms program which did 
keep the Communists out. 

A situation as difficult as this can indeed be oversimplified, to use 
somebody else’s word, and one can find difficulties in whichever course 
we take, but we have to take the overall balance, weigh the gains 
against the losses. It is not fair to recite the losses of the program for 
Pakistan without its gains, and then the losses resulting from the fail- 
ure to have such a program for Afghanistan. 

Now, there is an arms race; but I hope, Governor, you will correct 
your statement that we started it. India started it, She had 120 jets 
when Pakistan didn’t have one. 

Do you think a relatively small, weak country can be expected 
to see a giant neighbor embark on extensive modern armaments and , 
then make no effort to get help in that field? The gentleman from 
Connecticut has said that India was sorely tempted to go to the Soviet 
Union for arms when it was faced with a minor threat from a coun- 
try with a fraction of its strength; but it was apparently reprehensible 
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for Pakistan to have gone to the United States—not the Soviet 
Union—to get arms when it was faced with the terrible threat of an 
India which was at that stage of the game threatening to shut off river 
waters that would utterly destroy Pakistan, refusing a democratic 
plebiscite in Kashmir—occupied 90 percent by people of the same faith 
as the Pakistanis. I don’t like to go over this history; but, if one side 
is going to be gone over, the other side has to be at least mentioned. 

Mr. Harriman. May I just make this one comment—lI don’t want 
to comment on what you say I don’t think it is up to us to take sides 
as between India and Pakistan. 

Mr. Jupp. I am for both of them. 

Mr. Harriman It is not a proper thing for a government to do, 
but as individuals, we can have our emotions about it. We do see two 
struggling nations trying to develop the life of their people with fan- 
tastic poverty and it does seem to me we ought to try to help them 
settle their difficulties. 

Mr. Jupp. That is right. The division took place in 1947. This ad- 
ministration was not in charge during the first 4 or 5 years of the 
problem. I would appreciate, on the record or privately, any sug- 
gestion you can make as to what we might have done to pull them 
together that we didn’t do both under the Democrats and under the 
Republicans. 

Mr. Harrmman. Before you came in, Congressman Judd, I asked 
not to be questioned about the past, that I wasn’t here to talk about 
the past. 

Mr. Jupp. I didn’t intend to get into the past, but nobody stands 
up and gets shot at without shooting back. I hope that includes 
Pakistan as well as America. 

Now, you say Mr. Nehru is strongly opposed to communism in 
India, and I believe that is true; but up to the present at least, he has 
been very friendly toward it in China and has lectured some of us 
Americans who have been opposed to the kind of thing it is doing 
both in China and in Asia. 

Does he believe the Communists in India are supported by the 
Communists in China and the Soviet Union ? 

Mr. Harrman. There is no doubt in my mind that they are getting 
funds from Russia. I don’t know whether they are from Red China 
or not, but in various ways there is evidence that moneys are coming 
to the Communist Party and the Communist-controlled labor unions 
from outside sources. 

Mr. Jupp. And do you think there is direction from outside? Have 
you known of Communist Parties anywhere that didn’t have direc- 
tion from Moscow or Peiping? 

Mr. Harrman. I think this group and the leaders appear to be 
getting their inspiration from the Kremlin although there is some 
evidence that there was a difference in the party with some getting 
their direction from China. 

Mr. Jupp. Do you or does Mr. Nehru see any conflict between op- 
posing the Communist agents in India, and then on occasion helping 
give increased prestige, influence, respectability, and so forth, to the 
Communist principal behind the agent? Is that generally a policy 
that is designed to produce good results? To oppose the agents, 
but continue to support the fellow who is supplying, directing, and 
organ‘zing the agents? 
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Mr. Harriman. Dr. Judd, I am here to report on my trip to India. 

Mr. Jupp. I was interested in learning whether you learned any- 
thing about a conflict on this point in the Indian vied. 

Mr. Harriman. Mr. Nehru calls it nonalinement. He does not 
wish to get into the conflict, the international conflict by taking mili- 
tary commitments, There is no doubt that he is going to use his in- 
fluence as best he can to keep communism out of India itself, and 
also to maintain India’s independence of all outside influence and 
domination. 

They have fought for their independence from Britain and they 
are not going to, if they can help it, get under the domination of 
Russia, or China, and they are alive to that danger. As to whether 
the foreign policies are right or wrong, that is a matter of anyone’s 
opinion. But here this is an independent nation that has elected its 
government and I think we have to accept it as it is. 

We have accepted dictators in other directions with internal polli- 
cies of which we don’t approve. Here we have a government which 
has internal policies which are substantially in accordance with the 
objectives we believe in, attempting to maintain democracy. 

Therefore, I think we are very strongly supporting him. Whether 
Mr. Nehru’s foreign policy is what you would like to have it, I know 
that you weren’t fully in accord with Mr. Truman’s foreign policy 
just as I am not fully in accord with Mr. Eisenhower’s foreign policy. 
There is an independently elected government. Some 200 million 
more people voted—I hear percentagewise, than was true with us. 
The government represents the will of the Indian people. 

Mr. Jupp. I hope you didn’t find—. I don’t think you can find in 
my question any criticism of the Indian policy. I asked you if you 
found any conflict over there in their minds. I was asking you to 
report on whether they saw any conflict between opposing Com- 
munism at home while helping it abroad. 

Mr. Harrman. I pointed out they are strongly dedicated to the 
preservation of individual freedoms. 

In India they are not prepared to become involved with the world 
conflict as we see it, me they are willing to learn from Russia, to 
bring health and education to people and increase production. It isa 
reality that they believe they can learn from the Russian experience, 
not in terms of regimentation, but in terms of the practical methods 
they adopted to develop teachers, to develop schools, to develop their 
industry and they think in some ways they can learn more from the 
Soviet Union in its practical sense than they can from us. That isa 
reality which I don’t particularly like, but it is something they feel. 

Mr. Jupp. If I may interrupt, I have heard all this here and I have 
heard it two or three times in India. I am in substantial agreement. 

You say Communists in Russia never tried anything there like the 
regimentation that the Communists in China are imposing on their 
people. Is it possible Russia didn’t need to try any such thing be- 
cause the people were not as resistant to their regime or as independ- 
ent as the Chinese are? 

Mr. Harrman. I cannot tell you why these things were done. I 
only report on what I heard. 

Mr. Jupp. Do you believe the communes in China are an indication 
of Communist strength or weakness ? 
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Mr. Harrman. I have not been to China and I resent the fact I 
am not permitted to go. I think any American citizen should be able 
to go at his own risk. 

Coe through the Indian eyes. The reports I got were that 
hundreds of millions of Chinese are obeying the commands. 

Mr. Jupp. Sure, but why should there be such commands? If a 
people is loyally supporting its government and enthusiastically en- 
joying the blessings it is supposedly bringing, would it have to keep 
them in jails like soldiers in barracks ? 

Mr. Harriman. It is a question of interpretation of what they are 
doing. I am not defending them. I think it is an awful situation 
but they are getting work out of peasants who never worked before. 
This is their method of mobilizing the manpower and the woman- 
power which exists in China to achieve the most fantastic production. 

Mr. Jupp. Is it not obviously a sign that they are having to use 
such measures in order to mobilize the manpower? Is this not a 
reason for encouragement to the West and not a reason for dis- 
couragement ? 

Mr. Harriman. I got no impression from anyone who went there, 
from India, that there hadn’t been great progress made in the domina- 
tion of the Chinese people—— 

Mr. Jupp. No question about it. 

Mr. Harriman. By the Communist Party—by this government— 
and I got no indication that those who went there saw evidence of 
a breakdown in the government structure. 

Mr. Jupp. The strongest man in China’s history built the Great 
Wall and he did it by the same ruthless measures, just as great 
achievements by human ants then as are being accomplished today in 
a different field in China. He was the most powerful man and he 
had them totally regimented. He also had the shortest dynasty in 
aeons of Chinese history. You must not lose faith in the Chinese 

ple. 

Chairman Morean. The gentleman’s time has expired. 

Mr. Fascell. 

Mr. Fascett. I relinquish my time to Judge Saund. 

ual Saunp. I have an appointment and must leave here at 12 
o'clock. 

I made a statement here 2 days ago. Unfortunately, at that time 
most of the members of the committee had gone to the floor of the 
House to answer the rollcall. I shall repeat most of that now in order 
to give the benefit of my own personal experiences to the members of 
the committee insofar as India and Pakistan are concerned. 

Let me give this background, Mr. Chairman: I was born in Punjab 
and my birthplace is only 16 miles from the border of Pakistan. I 
spent more than half of my life in Pakistan. I was educated in 
Pakistan. I must say, if there was any deep hostility between the 
Pakistani and the Indians it was mostly confined to the State of Pun- 
jab. I am ashamed that it was the Sikhs who butchered the Moham- 
medans like the Mohammedans butchered the Sikhs. 

In spite of the fact that everybody knew that I am a Sikh, when I 
was traveling through the Far East the Pakistani Ambassadors in sev- 
eral countries made special request to the American Ambassadors 
that I visit with them. I was in the Philippine Islands. The Indian 
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Ambassador had arranged a party where the ambassadors from all the 
countries attended. The Pakistani Ambassador said he wanted to stay 
and have dinner with me because he knew I was — a private 
dinner with the Ambassador from India. I was very deeply touched. 

Then I went to Indonesia and the Ambassador from Pakistan in- 
sisted I come and see him. I went there with my family and he was 
very affectionate. He gave some little presents to my daughter and 


he gave me a book of poems. 

When I was in Pakistan I was invited to go to Lahore but didn’t 
have time to do that. When I was in Pakistan I found out that if 
there had been antagonism and ill-feeling and real hatred against the 
Indians at some time it was not there then. This was late in 1957. 

I went into the streets of Karachi and I saw a good fruit stand. I 
could see that the man was from Punjab. I went over and talked to 
him. He came from Amritsar. That was my home town and that is 
where those Mohammedans had been driven out for fear of their lives 
by the Sikhs. I talked to that man for a long time. 

That is the feeling I brought back with regard to the Pakistanis and 
the Indians, and particularly where the Sikhs are concerned. 

And when I was in India, as you have all heard and read about, I 
spoke before tens of thousands of people. I met the students and 
I did talk to every member of the cabinet. At one time they had a spe- 
cial private meeting of some cabinet members because they wanted to 
talk with me intimately. I talked with the Prime Minister and the 
President. 

I came back with the conclusion that today, if the Government of 
Pakistan went to India requesting India to take Pakistan back into the 
Republic of India and make it one country, I don’t believe a bill like 
that could pass through the Parliament of India. Most of those In- 
dian politicians feel there was a troublesome minority in their midst. 
They have gotten out of it and as long as there is no anarchy in Paki- 
stan they are satisfied with the way things are at present. 

When I came to Karachi the American Ambassador had a party. 
He told me that there are members of the cabinet of the Government 
of Pakistan who honestly and religiously believe that the one desire 
of the Indian Government is to go in and reconquer Pakistan. 

I became determined in my mind that I was going to impress upon 
the State Department the meaning of this situation. The American 
Government is in a position where they could reconcile these misun- 
derstandings and bring these two people together. So I was very 
glad to hear that Governor Harriman has the same feeling, that we 
should do all we can to bring about better understanding between 
those two countries instead of doing anything which might inflame 
their hatreds. 

Now, it is a fact—we can’t ignore this—the fact is that when we 
decided to give military aid to Pakistan, that was the time when the 
U.S. Government was looking for military allies. All around the 
world. And India would consent to become a military ally of ours. 

Pakistan did, and it was only natural that we did give military 
aid to Pakistan—that was our policy then, and that was the time 
when Vice President Nixon went to Pakistan and he actually made 
this statement. He said, “Neutralism is immoral.” 
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Now, that was the thinking of the American people then. But this 
was 4 or 5 years ago. I think it is high time now, and I am talking to 
the members of the Foreign Affairs Committee and the Members of 
Congress, that we reconsider our decision in the light of recent de- 
velopments. 

We gave military aid to Iraq, too. Somehow, perhaps, let us recon- 
sider the entire situation and see if there might be a possibility for us 
to divert most of that military aid to Pakistan into economic aid. 
Pakistan has not received the kind of aid which the people of Paki- 
stan really should have had. 

I made that trip and the people of the United States were so much 
interested in learning my story and finding out about my experiences 
that the three leading magazines of the United States made full- 
length articles with pictures about me. 

Who am I? Just a smalltown judge transformed into a freshman 
Congressman. 

Life magazine had a full-length article in the international edi- 
tion. The Saturday Evening Post had‘it. Reader’s Digest had it. 
Coronet had it. 

I wanted to see the Secretary of State and tell him just exactly 
what I am telling you. I was looking for an opportunity to tell 
someone in authority what I found out, and speak otherwise about 
India, and believe me, my friends, there wasn’t a finger moved on the 
part of the Department. They had made up their minds and that is 
the way it goes. 

I think that in the light of all this information we have received 
from the Governor, let the leaders in foreign policy here in Congress 
do what we can to bring about a better understanding between those 
two countries. We will be really loved and we will have a program 
bringing about peace and stability of the free world that we must 

ave. 

Thank you very much, Mr. Chairman. 

Chairman Morean. Mr. Curtis. 

Mr. Curtis. Governor, I am going to ask you to expand a little on 
something you said previously when you commented on private in- 
vestment in the East as being sometimes regarded as capitalism and 
almost synonymous with colonialism and exploitation. There has 
been emphasis on the possibility of private investment as one means 
in eo Americans can help these underdeveloped nations, so I 
wanted to ask your views. 

Mr. Harrrman. Well, Congressman, I didn’t say that private in- 
vestment was synonymous with colonialism. What I said was the 
word capitalism had become synonymous. 

Now, as I said, I was rather glad that the Indians were using this 
word socialism because it took away from the Communists a word 
which was very popular in the East. No one quite has defined it. 
In Europe they have a dogmatic approach to socialism. In India 
I found a completely pragmatic approach as to the area which should 
be governmental. i could find no ill will toward foreign investment 


in India, naturally, if they came in and behaved as foreign investors 
should. And in fact a good many officials talked about ways and 
means of increasing the flow of private investment from abroad. 

While I was there, there was an important company that started 
operation near Madras, the Dunlop Co. 
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Together with private Indian capital, they announced plans for the 
starting of a tire factory near Madras, That type of activity they 
would welcome very much. 

Now, they don’t see how, however, that Indian or foreign private 
capital will establish a steel mill costing some $300 million. They 
believe that has to be done by the Government. 

They have encouraged several of the local private companies to 
expand their steel production. The Tata steel mill has increased 
production from half a million tons to about a million tons. 

There is another company, the Indian Steel & Iron Works, which 
has also doubled its production, all with Government approval and 
Government assistance. I found no antagonism to private invest- 
ment or private capital and they want to encourage the investment of 
private capital in the areas which have been left aside from Govern- 
ment. 

I think if any group in America wanted to go and build a steel mill 
today in India, I think they would be welcomed even though that is 
a sector which has been invaded by public financing. 

Mr. Curtis. Would you approve of our investment guarantee pro- 
gram and the other efforts to spur private investment in these 
countries ? 

Mr. Harrman. Very definitely. I think it is of vital importance 
that we do it. 

I believe that private capital will usually flow to the under- 
developed countries when they get a little bit further along than they 
are now. In other words, when they begin to jiave automobiles they 
need tires and then there is an encouragemer:i to build tire plants. 

We have two American assembly plants, automobile assembly 
plants, there. There will be an expansion of those activities. The 
great power in much of India today is the bullock. 

There is quite an increase in the number of bicycles being used. 
They are beginning to get away from the use of feet as a means of 
transportation and now they are going to bicycles. That means the 
establishment of some bicycle plants in India. When they improve 
their economic condition there will be greater opportunity for private 
investment. ‘Today they need these irrigation projects, the power- 

lants, improvement of the railroad system, big steel mills and so 
orth and the opportunities are relatively limited. But I do believe 
that through the loans and the guaranty funds the Congress has ap- 
proved and the expansion of this would be very helpful. 

I also believe work should be done, as the Department of Commerce 
has undertaken, to explore with the Indians ways and means they can 
make it more attractive for private capital to come into the country. 

Mr. Curtis. Do you think that the Soviets have been more suc- 
cessful than we have in bringing about a realization in the countries 
they aid of the aid that they are giving and do you think our methods 
could be improved along those lines? 

Mr. Harrman. Well, I think so. I think our attitude is one quite 
different from the Soviets. The Soviet is going in there to try to get 
some political benefit, I think, from what they do. Whereas, ours is 
the most earnest and sincere and honest ae Hei to help the country 
achieve the objective of improving the standard of living. 

But there is an advantage to the dictators in dealing with prob- 
lems of this kind. I was very much struck by the present Vice Presi- 
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dent who was ambassador to the Soviet Union at the time they came 
to us first, Dr. Judd, if you will remember, first to ask for wea 
when they were having their terrible droughts—was it in 1950 

Mr. Jupp. 1951. 

Mr. Harriman. 1951. That is right. 

They were having all kinds of difficulties, just as we always have 
and always will as long as we are a democracy, of considering India’s 
request—with the State Department weighing it, and going through 
the congressional committees and getting appropriations. In the 
meantime, the situation was getting desperate. 

Mr. Nehru sent a telegram to his Ambassador in Moscow to “ex- 
plore with the Soviet Government whether we can get any grain 
from Russia.” 

He told me after that request came to him—and he had transmitted 
it to the Soviet Union through Foreign Commissar Gromyko—that 48 
hours later he was called to the Foreign Office and they said, “We are 
loading ships at Odessa. At what ports do you want the grain de- 
livered ?” 

That was 48 hours later. That a dictatorship can do. I am not 
being critical about what we did because it turned out they shipped 
100,000 tons and we shipped 20 times as much—2 million tons—but at 
the same time the impression that was created on a great many peo- 
ple who didn’t know all the facts by this prompt act of the Russians 
and the fact their ships were first to arrive was a tremendously im- 
pressive thing. 

Mr. Curtis. Were not our shipments distributed through commer- 
so mg and isn’t there a danger of our hiding our light under a 

ushel ? 

Mr. Harrman. Well, of course, as you well know, those arrange- 
ments were financed by the U.S. Government and in loans to the In- 
dian Government, but it wasn’t a question of making shipping ar- 
rangements. The problem was, as you will recall, getting our cum- 
bersome democracy to work, which I am heartily in favor of 
continuing and I am not suggesting any change, but we have to realize 
that in a short view, a dictatorship such as the Soviet Union can 
oe a situation for its own political advantage in a way that we 
can’t. 

Mr. Curtis. Don’t you think that even if we had acted promptly, 
- — of distribution is such that there is not sufficient awareness 
of it 

Mr. Harrman. I am not sure that we do it. I think we that— 
they, of course, go to great lengths in propagandizing. Their am- 
bassadors go down and greet the ships and there is a lot of publicity 
about it. I think we can match that. I think our ambassadors can 
go down and meet the ships as they come in and get as much publicity 
as the Soviets can, if we have a mind to doing it. 

Mr. Curtis. Thank you. 

_ Mr. Harrmowan. I do think though we should give more considera- 
tion to expansion of certain phases of our so-called information pro- 
gram. I have found very useful work being done by our libraries 
which I would like to see extended. 

I have found very useful work resulting from the bringing to the 
United States of opinion-forming individuals. I found there was a 
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neral agreement that almost every one of them that had been 
rought here, invited to come here and spend 2 or 3 months in the 
United States, went back with a clear understanding of our country. 
I think that work is valuable. It doesn’t cost a lot of money compared 
to the military and economic aid—I would like to encourage this com- 
mittee to give support to our information program. _ 

I found a group of men wherever I went in India working in this 
program. I was very much impressed by the quality of our people 
who are in the field and I think they can be supported. 

Chairman Morean. Mr. Coffin. 

Mr. Corrin. Thank you, Mr. Chairman. 

Governor, on the point that Mr. Curtis was talking about with you, 
isn’t there a danger in South Asia if we try to blow our own horn 
every time a shipment arrives and send the Ambassador down, that 
this in the long run doesn’t set well on the Asian mind ? 

I mean to what extent should we parrot the Russians in boasting 
about our achievements ? 

Mr. Harrman. I think it all depends on how it is done. You have 
hit a very delicate question as to whether the Russians are not getting 
in the long run damage from trying to do too much propaganda in 
connection with it, and we are, I think, getting as good solid public 
opinion of those who are in a position to know, good solid opinion and 
respect and gratitude for what we are doing, because we are doing it 
in a very honest and direct manner. 

I think you are quite right. We don’t want to overemphasize and 
splurge on how much we are doing, but I do think we want to encour- 
age the information work in terms of getting Indians to understand 
our objectives and our country and our life. There is a terrible mis- 
understanding and I must confess that I found, as I imagine all of 
you have who travel, that our commercial movies do in many cases 
even more harm than good. I was very much surprised in a number 
of cases to find complete misunderstanding of what the United States 
is all about as a result of the viewing of our commercial movies. 

Mr. Corrin. Now, I have heard this statement made. Would you 
be oe What was the conversation and what was the misunder- 
standing ¢ 

Mr. Harriman. Well, there were two boys who were in colle 
that we talked to who were leaders in their particular college in the 
student movement and they were asked by one of my associates what 
country they would like to live in if they couldn’t live in India. Both 
of them said England, which is quite natural because of tradition and 
many of their friends have been educated there, perhaps their parents, 
their teachers, and so forth. 

Then the next question was, where would you like to go to next? 

One of them, after a little thought said, “Oh, the United States, I 


i, ger) 
e other said, “I wouldn’t want to go there. It is too dangerous.” 

He had gotten an impression about gangsters and that was his 
phrase. It was too dangerous. 

His impression had come from the movies that he had seen. I 
wouldn’t take that too exaggeratedly because I think there are some 
people who were scared to go to Chicago at the time of the Al Capone 
stories. We don’t want to exaggerate these things, but I do think 
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geeter effort should be made to bring opinion-forming people over 
ere. Weshould try todo better what the Russians are doing and have 
our programs get across the mutuality of interest, between our two 
countries. 

Mr. Corrry. Governor, you mentioned very briefly in your com- 
ments, and I would like to have you address yourself in more detail 
to a program which there is some indication may be in some jeopardy 
and I refer to the community development program. 

In a recent article in the Christian Science Monitor they said we 
might lessen our emphasis on this program. <A very articulate con- 
rer NR wrote to me of his concern about this. Could you tell us very 
briefly — 

Mr. Harrrman. About the community development program ? 

Mr. Corrin. The present strength of it and what you have heard 
over there. 

Mr. Harriman. I have talked to a good many government people 
about it and I have talked to the Ford Foundation people who are 
very active in it. 

About half the villages—somewhat more than half the villages 
have been reached by the community development program. It is 
a program that goes into all aspects of village life. Of course, one 
of the most important is the agricultural extension service, building 
of roads, developing decent and adequate water supply, to improve 
health, organizing schools, and a series of other operations. 

Now, they have found that it did not achieve results as rapidly 
as they had hoped for. It was hoped that within 5 years they could 
make a vast change and I think they are thinking more in terms per- 
haps that it has taken a generation to make a very fundamental change 
in the village life. The village life now is very primitive. They have 
major problems not only of health, sanitation, and education, but also 
a tremendous amount of unemployment in the villages. 

Eighty percent of the people in India live in villages and they are 
working on programs to bring village industry 

Mr. Corr1tn. Will this be stepped up in the third 5-year plan? 

Mr. Harrman. This will be stepped up. They have learned from 
experience that it is going to take longer. No one who has worked 
on it is against the program. They are all for it, and they are satis- 
fied that it is the only way that they can achieve the kind of reorgani- 
zation or revolution, if you want to call it that, in the village life 
which is absolutely necessary. But to achieve any kind of a decent 
life for the village life in India, people recognize it takes a longer 
time to achieve these results and they have to give more training to 
the village worker than they thought they would have to give. 

They thought it would be relatively easy to organize village workers. 
Well, they find it takes a longer time to educate these people and then 
it takes a longer time to stimulate activity on the part of the village 
people themselves. 

It is always difficult to get a farmer to undertake new enterprises 
in any country and they are finding it more difficult to do, but cer- 
tainly I didn’t find anyone in India who didn’t believe the village 
program, the community development program, wasn’t an essential 
part of the reorganization of economic life and social life of the people. 
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Mr. Corrin. Did you find the suspicions on the part of the Paki- 
stanis toward the Indians and vice versa any different. from that 
of the upstate New Yorkers over the downstate New Yorkers? 

Mr. Harrman. I think a little more violent, but I didn’t find any 
desire on the part of—they have already seceded. New York City 
has not yet seceded from New York State. 

Mr. Farpstern. As a former democratic member of the Legislature 
of New York, I want to welcome you to Washington. I am very 
— to have you here and to listen to you talk in the manner you 
Lave. 

As a matter of fact, I wanted to suggest to you that if New York 
City could possibly secede, they would do so. Of course, we under- 
stand that it is an impossibility, but since you are out of New York, 
that is the way the people in the city feel about the situation. 

Mr. Harriman. With considerable justice. With considerable jus- 
tice, I might say. 

Mr. Farssrern. There is no question about it in my mind at least. 

Now, Governor, I went down to answer the rollcall so I didn’t get 
an opportunity to learn whether or not you had discussed further 
the situation in Kerala. 

Mr. Harriman. We did not get on that subject. 

Mr. FarsstErn. I would appreciate hearing something of that. 

Mr. Harrman. This is the one state of the 14 which has a Com- 
munist government. In the last election about 2 years ago, the 
Communists got 35 percent of the votes but because the other three 
parties, the Nonetes Party, which is the majority party in India, 
the Socialist Party and the Moslem League Party because they split, 
the Communists were able to get, with the help of a few inde- 
pendents, a two-member majority in the state legislature and they 
therefore formed a Communist government. 

The Chief Minister is a Communist. 

Now, it is of course, hard to analyze the results in a 2-day visit. 
There is no doubt, however, that the omnipotence which the Com- 
munists had claimed for achieving great results was exploded because 
none of the things they promised, getting rid of employment, im- 
‘provement in food, and so on, none of that were they able to do. 
They are just another government. However, they are persons 
dedicated to their jobs; they have worked hard and are organizing 
the state. 

Now, they have, I think, stirred up the opposition parties to the 
point that they are going to join at the next election to get rid of the 
Communist control. On the other hand, the Communists are using 
their power to organize more effectively than the other parties. The 
Communists have been pretty well trained in organizational methods. 
They are, I think, exploiting their position financially as well for 
the benefit of the Communist Party, giving contracts to so-called labor 
coperatives without competitive bids, diverting moneys—the indi- 
cation seemed to be they were pater moneys to the Communist 
Party. It will be a race in organization between the three opposition 
parties and the Communists between now and 3 years from now when 
the next election. takes place. 

Generally speaking, most of the people I talked to felt the Com- 
munists would be thrown out because they hadn’t achieved the prom- 
ised results, but one cannot be sure. 
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They, of course, are very much handicapped in their operations 
from their standpoint by the Indian Constitution and the Central 
Government can take over a state government if the state govern- 
ment offends the constitution of India, or if they don’t maintain 
law and order. 

At one time they were cooperating with the Communist labor union 
and there was a considerable threat to law and order. There was then 
a threat on the part of the Central Government to take over the State 
government. Also in the courts, the superior court, the judges are 
appointed by the Central Government, so that there are reins on the 
activities of this Communist group and they feel themselves quite 
handicapped, I think, in not being able to move as fast in the direction 
that they would like to go. That is of course a protection to the 
democratic institutions and if they are thrown out 3 years from now 
there will be no change in the fundamental] system. 

Mr. Farsstern. Would you say then that the effect upon the rest of 
the country is beneficial ? 

Mr. Harrmay. It has stirred them up to realize the Communist 
anger. 

aga last election only 10 percent of the votes were Communist in 
the country as a whole. 

Mr. Farestern. Did you speak with any of the people in the govern- 
ment of substance and did you inquire the reason that India hes not 
sent an ambassador to Israel ? 

Mr. Harrman. No, I did not. The discussions were all about the 
neighbors to the north. 

Mr. Farsstern. You said you would favor some sort of an inter- 
national development plan. Now, supposing all the countries joined 
this international development plan but Russia did not. Would you 
then favor that plan if Russia was not a part of it? 

Mr. Harrman. Yes, I think it would probably work better without 
Russia. I think, however, Russia should be given a chance to partici- 
pate and she would have to follow the rules of the game. If she re- 
fused to participate, her motives would be exposed. 

Mr. Farsstretn. On the other hand, Governor, supposing that here 
was a United Nations or a special development group that was giving 
aid to some underdeveloped country and here was aid being given by 
Russia—the saviour, the benefactor of this underdeveloped country. 
Who would benefit more, the Russians, the Soviets as such or this 
International Development Corporation ? 

Mr. Harriman. I am not sure that I can quite visualize—— 

Mr. Farsste1n. That is the thing that concerns me with this Inter- 
national Development Fund, that in one situation you will have a face- 
less group giving aid but here will be Russia, the great Soviet, coming 
to the assistance, with proper bombast, with proper trumpets and fan- 
fare, coming to the assistance of this underdeveloped country. 

I would like to know whether you have given any thought to that, in 
connection with what appescs to be a very laudable scheme. 

Mr. Harriman. It is difficult to answer your question precisely be- 
cause there are two sides to it. There is the question of getting across 
the fact that Russia has a motive in doing these things. There are 
more strings attached to Russian aid, so they saw in Yugoslovia, than 
anything that has ever been done on our side. 
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We have never gotten any ill will from the World Bank under- 
taking jobs. We have a very competent man in the shape of the 
president, Mr. Black, and I think the Western World has received 
a great deal of credit by working together. I am not sure that coun- 
tries don’t prefer to get money from an internal organization such 
as the World Bank, whether it doesn’t suit the dignity of the country 
better. Whether they don’t feel that they are not being somehow or 
other becoming subserviant. This whole question, “What is the 
motive of the country in giving the aid?” And the fear of colonialism 
is always in the background. The Communist propaganda accuses 
us, of course, of always giving aid for imperialist reasons and we 
think it is the Russians who are doing it, of course. 

There are two sides to it and I wouldn’t be afraid of an internal 
fund or an international bank doing this work. 

There will always be somebody associated with that who will be 
an American, a Britisher, or some westerner who will carry the 
implication that this comes from western sources. 

Mr. Farssretn. ‘Thank you very much. 

Mr. Jupp. Will the gentleman yield ? 

Mr. Faperstern. Yes. 

Mr. Jupp. I am willing to hazard a stronger answer. I served on 
the economic committee at the United Nations General Assembly 
and without exception I think these little countries, especially the 
ones that have recently gotten their independence, would much rather 
get aid through an international organization than from any one 
country. The Soviet Union, ourselves, France, or whoever it may 
be. They feel they will be less subject to political pressures. They 
themselves participate in the international organization to an extent. 
They have a vote in the management. of these organizations. They 
don’t feel themselves to be the recipients of somebody’s charity so 
much when they are participating in a world movement to help all 
the little countries. 

Without exception I think they would much prefer to get help 
through an international organization. 

Mr. Harrman. I am glad to hear you say that. That would be 
my view, but I was trying to be a little bit balanced in expressing it. 

{r. ZasLtockr. Governor, one of the penalties for coming late is 
that the late comer must wait until last to ask questions. I was 
unavoidably detained. I apologize for being late, and I want to 
assure you, however, that I shall read the transcript because I am 
very anxious to obtain the benefit of your observations in Pakistan 
and India. 

I want to join my colleague and Dr. Judd and others. who had 
commended you for your thorough and early understanding of the 
Communist motives. I am concerned with your suggestion that the 
Soviet Union should be invited to cooperate in an international lead- 
ing agency, such as the International Development Association. 

Do you believe that Soviet Russia has changed its motives and will 
be willing to cooperate even if such action on her part would not serve 
Communist Russia’s desire for expansion ? 

Mr. Harrman, I don’t know what the Russians would do. Of 
course, I am flattered by your statement that I am an expert. I don’t 
think anybody is an expert on what the Kremlin thinks. 
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You can guess at what they will do under a given set of circum- 
stances. I don’t know what she would do. I don’t know how you 
can form an international group of this kind, being associated with 
the agencies of the United Nations without offering participation to 
the Soviet Union. I think we would lose by not doing it. 

If the Soviets came in their money would go in as it does in the case 
of some of the satellites in the two international organizations, the 
Fund and the Bank. It would be operated by a board of directors and 
would be dominated by the non-Communist countries. So their money 
van be there and they would have to play the game according to the 
rules. 

If they didn’t come along I think we could make very considerable 
propaganda by pointing out their unwillingness to cooperate and 
accuse them of being only motivated by self-seeking objectives in their 
economic program. In other words, I think it montt expose their 
motives if they failed to come along. I think it would point up the 
cynicism of the economic aid they are giving. 

Mr. Zasiocki. Governor, perhaps you have addressed yourself to 
the question of Tibet. Have you advised the committee why Nehru 
was not more forceful in his criticism of the Chinese Communists and 
their action in Tibet ? 

Mr. Harriman. Well, just what did Nehru say? I haven’t been 
able to get a full report. He made some very vigorous statements on 
the score. Some of his milder statements were quoted in the head- 
lines. They are giving sanctuary to the Lama. Gnder what condi- 
tions, I don’t know. Nehru made very vigorous statements about any 
accusation that the Lama was—against this accusation that the Lama 
had been kidnapped and had been forced to go out of the country. He 
also pointed out the fact that the agreement with Tibet had been 
broken but he did not choose to intervene or to send any message, which 
some of his colleagues wanted him to do, in protest to the Red Chinese 
Government. Just why he did that I don’t know. 

On the other hand I think that the effect. of this incident will be very 
penetrating and lasting in South Asia in exposing the tyranny and 
the aggressive nature of Red China to many who are doing some 
wishful thinking. 

Mr. Zastockt. Do you have any suggestion as to what steps our 
country should take in order to take advantage of this situation? 

Mr. Harrman. We had a little discussion as to whether we should 
recognize the Lama as a government in exile and Mr. Bowles pointed 
out that we had always accepted the sovereignty of China over Tibet 
but under arrangements which gave Tibet complete independence in 
handling its own internal affairs, which agreement has been broken. 
Between Mr. Bowles and myself there was agreement. that since the 
Dalai Lama was a religious head of the Buddhist religion and since 
there are so many Asians who profess the Buddhist faith, it would be 
better to let the Asian countries and the Buddhist people decide what 
recognition they wanted to give to the Dalai Lama rather than for us 
to rush in as has been suggested and appear to be using this as an 
incident in the cold war. 

In other words, I think the State Department was quite right in 
registering strong resentment to the action the Chinese Reds have 
taken in Tibet but as to what our action toward the Dalai Lama 
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should be I think it might be well to wait and see what the other Asian 
countries do. 

Mr. Zas.ockt. If the Buddhists in the Asian countries decide to 
support the Dalai Lama in exile should our country offer recognition ? 

r. Harrman. I think it would be a very important thing to give 

serious consideration to. 

Mr. Zasiockt. Serious consideration or do you think we should 
give recognition ¢ 

Mr. Harriman. Well, I would like to know more about it. I feel 
quite strongly that we shouldn’t rush in and be the first country to do it. 
It depends upon which countries do it and the conditions under which 
they do it and the manner and the attitude—the reason is, I think we 
should not interfere with this matter which is so essentially an Asian 
affair. Where the Asians’ deep-rooted emotions have been aroused ' 
I would want to make sure our action contributed to rather than de- 
tracted from the antagonistic effect which has been produced against 
Red China. In other words, our interests is to see that our actions 
contribute to a recognition on the part of the Asians of the aggressive 
action of the Chinese and I wouldn’t want to join in it unless I felt 
our joining in it contributed to a clear understanding rather than 
made it appear as if we were using this incident for our own political 
advantage. 


Mr. Zasiockt. I have one further question, Governor. Again it 
may have been answered. 

Certainly everyone, will agree that we should try to help resolve 
the differences between the two countries. Now, Kashmir, I believe, is 
the crux which causes the greatest part of the difficulty. 

Has Nehru discussed Kashmir with you ? 

Mr. Harrman. Well, that is a long story. 

The most immediate problem was the problem of the river waters, 
the upper waters of these six rivers which rise in the Himalayas and 
three of them flow through India and they are being used in Pakis- 
tan—the waters are being used. There is a program which has been 
developed by the World Bank for financing canals to connect those 
six rivers so that the waters will become available in sufficient quan- 
tities to take care of India’s requirements as well as Pakistan’s. I 
testified that I felt it was very important that we this year should 
get behind the World Bank and do everything we could to see that 
agreement was reached and if that was done some of the other prob- 
lems would be easier of settlement but so far India and Pakistan are 
at complete disagreement about the future of Kashmir. Dr. Judd 
expressed his views as to India’s attitude. I took the position that 
it was better for us not to take sides in the issue but to try to help 
settle the differences. 

Mr. Jupp. Will the gentleman yield? 

Mr. Harriman. But the river waters is the first thing to settle. 
After that whether you will ever get a settlement of Kashmir, I don’t 
know. What do you think, Dr. Judd? 

Mr. Zastockr. Governor, it is my understanding there is a ho 
and probability of settlement of the river situation but the Kashmir 
issue will remain the stumbling block. 


It would be interesting to hear Mr. Nehru’s current views on Kash- 
mir. 
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Mr. Harrman. I know so well his views I didn’t discuss it with 
him. I was assured by General Ayub that Pakistan would never 
change its position either, so there is no room at the moment for an 
adjustment. There may be some years later. 

r. Jupp. I want to interject one demurrer, Governor. I don’t 
believe it can be said that it is taking sides to urge good friends— 
both of them are our good friends—to use the democratic processes of 
plebiscite and let the people of Kashmir decide. This is the very 
process which Mr. Nehru himself has been most vocal in urging us 
to follow in Korea and various other places. I don’t think that is 
taking sides between two countries; it is between two methods of try- 
ing to resolve a dispute. We are just asking him to follow his own 
advice. And the Pakistanis have again and again given assurance— 
maybe there is some other evidence which I don’t know—that they are 
willing to submit the thing to the decision of the people of Kashmir— 
of the whole province, or perhaps separately of the two parts of it, 
the northern and southern parts. 

I don’t believe that can be represented as taking sides. 

Mr. Harriman. I am not trying to defend Mr. Nehru. I am just 
not ready to express a personal view on this subject. It wouldn’t do 
any good for me to do it. 

{r. Jupp. It is a sore spot that threatens them and threatens the 
peace of the world and how else can you resolve a dispute of that sort 
except by letting the people who are most deeply involved have some- 
thing to say about what is to happen to them ? 

That is only my feeling on it. However they might decide, I think 
it ought to be primarily what they want and not what others in other 
countries want. 

I have another question, if I may. 

Mr. Zasiocki (presiding). Dr. Judd. 

Mr. Jupp. I want to commend you, Governor, particularly for what 

ou said to the chairman about the wisdom and the importance of the 
United States not taking any political action in this Communist ag- 

ression against Tibetans. The truth about Red China is bein 
foe out by their own action. This is a thing that is evolving an 
sometimes in our desire to hasten things along, we retard the evolu- 
tion. The Communists can’t claim Wall Street is behind the Tibetan 
resistance, you know. This is one that just stands on its own feet and 
we certainly ought to avoid any action that might give them the 
slightest possible excuse for trying somehow to blame it all on us. 

But the second ste 

Mr. Harriman. I am glad to hear you confirm that because you 
have had so much more experience in this field that I have had. 

Mr. Jupp. Let the American people respond to their ordinary hu- 
manitarian instincts and provide relief the way they do wherever there 
is suffering but the U.S. Government can best serve everybody’s inter- 
ests by not getting actively into the thing. 

You wouldn’t object, I am sure, to the efforts of several Americans 
who have led off in forming ad hoc emergency committees to help with 
these refugees. The same as we did for refugees from Hitler in 
Germany, or refugees from Hungary, or in Hong Kong. This is in 
the best: tradition of our country and I hope that out of it, we and 
the Indians working together side by side to meet a humanitarian need 








es i TlUMOO—=FERS 





MUTUAL SECURITY ACT, 1959 801 


may be able to reduce some of the differences that we have on other 
issues. 

I couldn’t agree more with what you have said in some of your 
articles, most of which I have read, about the importance of that part 
of the world and the importance of getting the countries there to 
solve the disputes between themselves so that they can stand together 
against the common enemy of all freemen instead of using their too 
slender resources in contest with each other. 

This is also true in the Middle East. It is true of Korea and Japan 
and it is true of the Dutch and Indonesia. These various conflicts 
and old animosities absorb their energies and resources, and the first 
thing, if possible, is to find ways to get these estranged or suspicious 
peoples to stand together against their common enemy, the Com- 
munists. I don’t know what more we could have done than we have 
tried to do under both administrations, but this still must be our first 
objective. 

I want to underline as strongly as I can the soundness of the posi- 
tion you have stated on that. 

Mr. Harriman. I am very glad to hear you say that. 

If we should be involved in refugee problems, should it be a private 
endeavor first ¢ 

Mr. Jupp. Yes; wholly private. 

Mr. Harrman. If it got to be a larger problem, there would be no 
objection to a small—— 

Mr. Jupp. We have just organized a committee upon which Justice 
Douglas and Lowell Thomas have agreed to serve. 

I had hoped Lowell Thomas would be able to go over there to survey 
the situation, but he can’t. There are all kinds of conflicting reports. 
Some say there are large numbers of refugees and some say nobody 
has come into India but the Dalai Lama and his party of 80. It is 
a question of fact, and we don’t yet know the facts. The first thin 
we did before we organized was to consult the Indian Ambassador an 
messages went out to his Prime Minister with a very prompt reply 
from him, so that there would be no cross-purposes between us. Aid 
has to be given with the cooperation of the Indian Government, prefer- 
ably through the Indian Red Cross or some such agency, if it is in a 
position to use our contributions—whether grain or medical supplies 
or whatever would be necessary for such refugees as there are now 
or may come later. If the Communists, having admitted that they 
control nothing now except Lhasa, decide to embark upon a nationwide 
ere of repression, such as they used in China, in order to bring 

ibet under their control, there certainly will be a lot of refugees. 

Mr. Harriman. I am really Mire Fis A € that you have started—I 
saw in the pee that you had sta this committee, and Justice 
Douglas and Mr. Lowell Thomas had joined it. I certainly think 
that is a better way to help than the suggestion that had been made 
of recognizing the Dalai Lama officially. 

Mr. Jupp. It is one of those causes on which Americans at all points 
of the political spectrum will unite. 

That is good for our country, too, as far as that is concerned. 

Mr. Harrman. You believe that this could be of tremendous in- 
fluence in south Asia ? 

Mr. Jupp. Yes. 
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Mr. Harriman. India, of course, feels very deeply because Buddha 
was an Indian and their Buddha was one of the great men of the world. 
Buddha has a great deal of influence on the Hindus as well as on the 
Buddhists themselves. This hits at one of the fundamental religious 
faiths of most Indians. 

Mr. Jupp. A distinguished Indian said to me that every Indian 
reacts to this attack on Tibet. He said that many Indians do not 
understand or pay attention to the cold war, but they are a religious 
people. They all know that Buddhists have never hurt anybody. 
Their basic tenet is that you must never injure or destroy life, even 
other life than human life. The Indians know that the Tibetan Bud- 
dhists have lived up in the mountains for centuries with their own cul- 
ture, asking for nothing but to be left alone, a threat tono one. And 
then to have this kind of utterly uncalled for oppression befall them is 
outrageous. He said every one of his fellow countrymen could under- 
stand that. There is something wrong with a system which regi- 
ments and oppresses and enslaves and slaughters those who won’t 
bow down ee tm it, people who are among the most benign and 
benevolent folks in the world, harmful to nobody. 

I think that this action may do more to reveal the true nature of 
the Communist movement to the people of south Asia than anythin 
else to date. You found out its nature in the Soviet Union firsthand. 
I discovered it when I was under it in China 29 years ago and I some- 
times have suffered inwardly as I wondered, “Have other people 
got to go through what we saw the Russians and the Chinese going 
through before they wake up?” 

I hope they won’t. 

Mr. Harriman. I hope this will be very useful. 

Mr. Zastocki (presiding). Are there any questions? 

Thank you, Governor. We sincerely appreciate your coming before 
this committee and sharing with us your observations and views. 
Your report was interesting and will prove beneficial and helpful when 
we further consider the mutual security bill. 

Mr. Harrman. Thank you very much. I have enjoyed being here 
and I have been glad to see all of you. 

Mr. Jupp. I want also to endorse heartily your advocacy of a long- 
range program. When we have a long-range problem we can’t solve 
it with a short-range program. This is a long-range problem and 
we have to have a long-range program to succeed. I couldn’t agree 
more with you on that. 

Mr. Harrman. Dr. Judd, I am so glad, in spite of the fact we 
haven’t seen each other for some years, our thinking has gone along 
parallel lines as it used to before. 

Mr. Jupp. I don’t think anybody in this committee has worked 
harder, for instance for aid to India, than I have. I am generally 
given the cleanup spot in the House to defend our bill against at- 
tempts to cut aid to India; but at the same time there are things which 
make it difficult and, if they could be removed, it would be much better 
for all concerned. 

Mr. Zastocki (presiding). The committee is adjourned until 2:30 

m. 
. (Whereupon, at 12:55 p.m., the committee adjourned to reconvene 
at 2:30 p.m., the same day.) 
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AFTERNOON SESSION 


The committee reconvened at 2:30 p.m., Hon. Thomas E, Morgan 
(chairman) presiding. 

Chairman Morean. The committee will come to order. 

We meet in executive session continuing our hearings on the ex- 
tension of the Mutual Security Act for fiscal year 1960. 

We have a good many witnesses this afternoon. I will allow Mr. 
Bell to outline the presentation. 


STATEMENT OF HON. JOHN 0. BELL, SPECIAL ASSISTANT FOR 
MUTUAL SECURITY COORDINATION, DEPARTMENT OF STATE 


Mr. Bei. Mr. Chairman, we have as our purpose this afternoon to 
provide testimony on four of the particular items in the brown book, 
nonregional programs. 

First we will present Mr. Francis Wilcox, the Assistant Secretary 
for Totesnaionel ameainalians Affairs, who will discuss the proposed 

rograms for the United Nations Expanded Technical Assistance 
Fund the Special Fund, and also refer to the funds for UNICEF and 
also discuss the proposals for language on the United Nations Emer- 
gency Force. 

This is covered in the brown books, pages 19 to 24, on United Nations 
technical assistance and on UNICEF, pages 84 to 85. 

Following Mr. Wilcox we will have Mr. John W. Hanes, who is the 
Administrator of the Bureau of Security and Consular Affairs to 
talk about migrants, refugees, and escapees, These programs are on 
pages 65 to 81. 

ollowing Mr, Hanes there will be testimony on Atoms for Peace 
program given by Commissioner Vance of the Atomic Energy Com- 
mission. 

Finally, the testimony from Mr. Crockett, the Deputy Budget Of- 
ficer of the State Department, on the item for State Department ad- 
ministrative expenses under this program. 

My understanding is that we will try to present this testimony 
reasonably succinctly and then proceed to questions if it is the pleasure 
of the committee. 

Chairman Morean. Dr. Wilcox, you have three statements, so you 
proceed in whatever way you wish. 


STATEMENT OF HON. FRANCIS 0. WILCOX, ASSISTANT SECRETARY 
OF STATE FOR INTERNATIONAL ORGANIZATION AFFAIRS 


Mr. Witcox. Thank you very much, Mr. Chairman. 

I appreciate this opportunity to present these requests. 

I have prepared formal statements which I think the committee 
has before them and I shall summarize. You have had each of these 
items before you on several occasions and I think it will be sufficient 
therefore if I summarize the substance of the papers which you have. 

{one paper referred to above is as follows :) 

appreciate this wre to present the request for $3,500,000 
of mutual security funds to enable the United States to make a volun- 
tary contribution to the United Nations Emergency Force (UNEF) 
for calendar year 1959. I have already testified before the sub- 
committee of the House Appropriations Committee, chaired by Mr. 
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Thomas, in support of our request for $4,943,146, which is the US. 
assessment for UNEF expenses incalendar year 1959. i 

As you will recall, following the outbreak of hostilities in Egypt in 
October 1956, at the time of the Suez crisis, the United Nations was 
faced with the problem of restoring peace in the area. First it was 
successful in obtaining a cease fire, and, then, in order to facilitate the 
withdrawal of foreign troops it resolved to establish a United Nations 
Emergency Force, 

According to the terms of the resolution of November 5, 1956, the 
mandate of the force was “to secure and supervise the cessation of hos- 
tilities on Egyptian territory.” The mandate was later elaborated by 
a resolution of February 2, 1957, which stated that “scrupulous mainte- 
nance of the armistice agreement requires the placing of the United 
Nations Emergency Force on the Egyptian-Israeli demarcation line.” 

The Force was originally composed of troop contingents from 10 
countries, Norway, Sweden, Denmark, Canada, Colombia, Brazil, Fin- 
land, Yugoslavia, India, and Indonesia. These countries—which do 
not include any of the great powers—represent every region of the 
world. At first the force consisted of about 6,000 men. It now con- 
sists of some 5,000 men from seven countries and is stationed in posi- 
tions between Egypt and Israel, as well as near the entrance to the 
Gulf of Aqaba. Since its inception the contingents of three coun- 
tries—Colombia, Finland, and Indonesia—have been withdrawn, pri- 
marily for financial reasons. 

The creation of the force represents one of the outstanding achieve- 
ments of the United Nations, and has demonstrated that Organiza- 
tion’s capacity for effective action, The success of UNEF can be at- 
tributable to many persons and many nations, high on the list being 
the Secretary General, Mr. Dag Hammarskjold, and his staff, whose 
drive and administrative talents translated a resolution of the Gen- 
aN Assembly into a force in being on the spot in a matter of only 8 

ays. 

The existence of UNEF has contributed greatly toward maintaining 
a considerable measure of stability in the area of its responsibility. In 
his report of August 27, 1958, the Secretary General of the United 
Nations notes that “the operation of the United Nations Emergency 
Force through this year, in all respects of its task, has continued to 
produce the same favorable results described in previous reports”, and 
that “during the period covered in this report, virtually unbroken 

uiet has prevailed along the entire line between Egypt and Israel.” 
his situation is all the more noteworthy when one considers the 
heightened tensions in certain other aspects of Middle East affairs. 

The United States wants a stable situation in which there can be 
orderly growth and development in the area. We therefore fully 
support the UNEF undertaking, which, together with other United 
Nations initiatives, has contributed toward that goal. 

UNEF costs during the first calendar year of its existence were $30 
million; during the second year (1958) they were $25 million. For 
calendar on 1959, a sum of $19 million has been authorized by the 
United Nations General Assembly. Although there is no specific 
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terminal date on the existence of UNEF, it may well continue during 
calendar year 1960. 
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Despite the substantial decrease in UNEF costs, the sums involved 
represent a large additional burden on an organization whose regular 
budget has been about $55 million annually. Hence additional assist- 
ance in the form of voluntary contributions has been required in order 
for the UN membership as a whole to be in a position to shoulder this 
additional budgetary load. For its part, the United States granted 
special assistance totaling approximately $13 million to UNEF during 
its first 2 years, using funds appropriated under the mutual security 
program. When added to the US. assessment for the same period 
(also about $13 million), the United States has thus paid about 47 per- 
cent of the authorized UNEF appropriations of $55 million. Our 
support of UNEF in this respect contrasts sharply with the negative 
attitude of the Soviet bloc, which has continuously maintained that 
these costs should be borne by what they called “the aggressor na- 
tions,” i.e., Israel, France, and the United Kingdom. 

In line with our previous policy and taking account of the extra 
costs of the United Nations observer group in Lebanon which has to be 
added to the United Nations budget, the United States has pledged 
a special voluntary contribution of $3.5 million to UNEF for calen- 
dar year 1959, subject to appropriation of the necessary mutual secu- 
rity funds. This amount, when added to the U.S. assessment of 
$4,943,146 for the same period, would mean that our support of the 
authorized UNEF expenses of $19 million would be at a level of about 
44.5 percent, i.e., a somewhat smaller percentage than the 47 percent 
which we paid for the first 2 calendar years. 

When account is taken of the possible consequences of an outbreak 
of hostilities in the Near East area, it becomes evident that the sta- 
bilizing presence of the United Nations Emergency Force constitutes 
a great benefit both to the free world in general and to the United 
States in particular. I am convinced that the contribution which 
UNEF has made to peace in the Middle East—if it could be measured 
in financial terms—is worth many times the amount we have con- 
tributed toward its existence. 

Mr. Wicox. This request, Mr. Chairman, is for $314 million of 
mutual security funds to enable the United States to make a arg 
contribution to the United Nations Emergency Fund for the cal- 
endar year 1959. 

I have already testified before the subcommittee of the House Ap- 
propriations Committee chaired by Mr. Thomas in support of our 
requests for $4,934,146, which is the U.S. assessment for UNEF 
for 1959. 

You will recall the origin of the United Nations Emergency Force. 
It was created at the time of the Suez crisis and I think it has done 
a great deal to maintain stability and tranquility, at least to a certain 
degree, in the Middle Eastern area. 

rs. Bouton. Is that the one which was around Gaza ? 

Mr. Wiioox. It is, Mrs. Bolton. It isstill there and is made up now 
of the contingents of seven countries, a group of about something 
short of 5,000 persons. 

In my judgment it has been one of the chea insurance policies 
for peace that this Government could ever possibly subscribe to. The 
amount that has been required has gone down each year. 

The first year a total of $30 million was required. The second 
year $25 millién, to which we contributed about 47 percent. This 
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year we will contribute, if you will grant our request, a total of about 
4414 percent of the $19 million which is required for this force. 

I think the very fact that you have not heard anything about the 
Emergency Force in recent months is the best indication possible that 
it has done an outstanding job. Both governments seem to be satis- 
fied with its presence there and I may say that the border incursions 
which used to take place have been almost completely eliminated. 
There is very little disturbance along those borders at the present 
time and I would hope very much, therefore, that the committee 
would see fit to approve your request for $314 million for this very 
worthy purpose. 

The second request, Mr. Chairman, which I have is in the amount 
of $12 million for our contribution to the 1960 program of the 
United Nations Children’s Fund. 

(The following statement was submitted for the record :) 

I appreciate this opportunity to appear before the committee today 
in support of the request of $12 million for our contribution to the 
1960 program of the United Nations Children’s Fund (UNICEF). 

The United Nations General Assembly established UNICEF in 
1946 on a temporary basis primarily to meet the emergency food and 
clothing needs of children in war-devastated Europe. 

In 1950, the General Assembly directed UNICEF to change its 
emphasis to carrying out worldwide programs for improving the 
health and welfare of children and mothers particularly in eco- 
nomically underdeveloped areas. In 1953, the General Assembly, 
in recognition of the importance of UNICEF’s work, established it 
as a permanent United Nations activity. 

Contributions to UNICEF are made on a voluntary basis and sup- 
port for the program has continued to increase every year. In 1954, 
there were 60 contributing governments whereas in 1958 there were 
86. Government contributions in 1954 were $13.6 million and by 
1958 contributions and pledges had reached $20.9 million. 

The United States played a leading role in the establishment of 
UNICEF and has always been the principal contributor to its pro- 

. The Congress authorized and appropriated $11 million of 
fiscal year 1959 funds for contribution to UNICEF’s calendar year 
1959 program. We are requesting $12 million from fiscal year 1960 
funds for contribution to the calendar vear 1960 program. This re- 
quest is based upon a proposed UNICEF program of $27.9 million to 
which the United States would pledge $12 million in the hope that 
other rovernments would contribute $13 million, and private sources 
$2.9 million. 

The percentage of the U.S. contribution to UNICEF has been 
gradually decreasing as contributions from other governments have 
continued to increase. In 1952 the percentage of the U.S. contribu- 
tion was 72 percent, in 1955 it was 60 percent, in 1959 it was 50 per- 
cent, and for 1960 a further reduction to 48 percent is proposed. 

Up to the present, this has been a healthy development. There are 
some indications, however, that we may have reached a point where 
future contributions from other governments will increase at a much 
slower rate than has been true in recent years. If this happens, it 
may be necessary to temporarily halt the annual reductions which 
the United States has been making in the percentage of its contribu- 
tion. We will need to evaluate this matter carefully during the com- 
ing year. 
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UNICEF programs are supported not only by cash contributions 
but also by local contributions, which in 1958 amounted to $56.5 
million. In other words, for each $1. allocated by UNICEF in 1958, 
receiving countries committed an average of $2.50 to carry out the 
programs. These local contributions include services of local per- 
sonnel, transportation, and locally available supplies, equipment and 
facilities. This large-scale local support indicates the importance 
with which assisted governments view UNICEF programs. 

UNICEF works closely with the World Health Organization and 
the Food and Agriculture Organization, which have a worldwide 
interest in matters of health and nutrition. Generally speaking, 
UNICEF provides the supplies and equipment which are not valk 
able locally, while WHO and FAO provide the technical knowledge 
and advice requested by assisted governments in the planning and 
execution of programs. Only after WHO and FAO have given 
technical approval to health and nutrition programs are they a 
sented to the UNICEF Executive Board for consideration. The three 
agencies thus provide a unified approach in meeting the needs of 
children. 

One additional point should be at eer UNICEF does not 
start and carry out child health and welfare programs. It encourages 
and assists governments in developing and expanding their own ee 

ams which they will ultimately be able to carry on without 

NICEF assistance. 

The principal areas of UNICEF activity are: 

1. Basic maternal and child health and welfare services, including 
the establishment of rural health centers and clinics and the training 
of nurses and widwives. 

2. Mass health campaigns against such cripping and killing dis- 
eases as malaria, yaws, tuberculosis, trachoma, and leprosy. 

3. Activities to improve nutrition including long-range child-feed- 
ing programs and the increased production and use of milk. 

4. Emergency assistance for the victims of catastrophes such as 
earthquakes, floods, droughts and famines, where the welfare of the 
child population is seriously affected. 

Members of this committee are, I believe, well aware of the im- 
yore of this program. They are well aware, too, of the tremen- 

ous amount of it accomplishes each year. The need is obvious 
when one considers that, in the underdeveloped areas 60 percent of 
the children live in countries where the asx “aa average income is 
less than $100 per year. 

One example will suffice. Many millions of children in the world 
suffer from trachoma and related eye diseases. A great many of 
them will become blind for lack of proper application of an anti- 
biotic ointment costing about 20 cents for each case. Thus far some 
5 million people have been treated with this ointment. A somewhat 
similar situation exists with respect to tuberculosis, malaria, yaws, 
and leprosy. It is impossible to calculate the toll of such diseases on 
individuals and on the economic vitality of nations. 

In 1958 more than 50 million children and nursing and expectant 
mothers benefited from the eo disease control and nutrition 
programs aided by UNICEF. Additional millions gained from serv- 
ices now available at maternal and child welfare centers equipped 
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with UNICEF help. Assistance, provided principally in those areas 
where poverty and disease are common, helps to raise health, wel- 
fare, and nutritional standards. The significance of this work from 
economic, political, and humanitarian considerations is, in my view, 
quite apparent. I sincerely feel that it is very important for the 
United States to continue our leadership and generous support for 
this program. 

Mr. Witcox. As you know, the contributions to the Children’s 
Fund are made on a voluntary basis, and I am pleased to say that 
support for this program has increased every year since its inception. 

As of 1958 there were 86 countries contributing to this program 
which indicates, I think, in some measure at least, the popularity of 
it. 

We are hoping that there will be private contribution—total pri- 
vate contributions, running about $2.9 million, as I recall—something 
of that magnitude—and we are suggesting this year we reduce our 
percentage contribution from 50 percent to 48. This is in line with 
the general feeling, I think, in the Congress that within reason at 
least the U.S. percentage contribution to these programs ought to 
be somewhat reduced, and you will recall at the outset we were con- 
tributing about 72 percent to the Children’s Fund. 

Now, in 1959 we are suggesting that we reduce from 50 percent to 
48. We are at the same time suggesting that our financial contribu- 
tion be increased by $1 million so that the size of the program can re- 
main—the amount which they have set, which is, I think $27.9 mil- 
lion for the 1960 program. We think that with a contribution of $12 
million, the total program can be carried out. 

I must say there is a somewhat different feeling among some groups 
about our decision to reduce the percentage from 50 to 48. There are 
some people who feel that this is an extremely important program 
from the point of view of American policy. We get a great deal of 
benefit out of it in terms of the amount of money we spend, a great 
deal of good will, and some people feel that perhaps we ought to 
leave it at 50 percent. 

We are suggesting, however, that the Children’s Fund staff, the 
Director of the Fund and his staff, by working hard and by solicit- 
ing from other governments the largest contribution that they can 
make, that they can continue the program on this basis and finance a 
program of about $27.9 million. 

I don’t think, Mr. Chairman, I need to go into the kinds of pro- 
grams that the Children’s Fund carries on. I think this committee 
is very familiar with the work of the Fund, and I am very hopeful 
that you will be willing to grant our request to reduce the percentage, 
but to carry forth with a slight increase in the money amount that 
we would contribute to the UNICEF. 

The third request which I should like to make, Mr. Chairman, has 
to do with the United Nations Expanded Program of Technical As- 
sistance and the Special Fund for the calendar year 1960. 

(The following statement was submitted for the record :) 

I appreciate the opportunity to present the administration’s request 
for funds for the US. contribution to the United Nations Expanded 
Program of Technical Assistance and the Special Fund for calendar 
year 1960. 

I do not need to remind this committee that the idea of technical 
assistance has been an integral part of our foreign policy for a good 
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many years. By making our technical know-how available to under- 
developed countries we are helping them to help themselves to 
stronger economies and better standards of living. This will result 
in greater prosperity for us all and will strengthen the prospects for 
stability and peace in the world. youre ais 

The request before you is for authorization of $30 million from 
fiscal year 1960 funds to cover the U.S. contribution to both programs. 
The two are integrally related to each other; they are both tec inical 
assistance programs and in a very real sense the new Special Fund 
has grown out of the old Expanded Technical Assistance Program. I 
should first like to discuss briefly the Expanded Technical Assistance 
Program. 

EXPANDED TECHNICAL ASSISTANCE PROGRAM 


This program was established in 1950 largely through U.S. initia- 
tive. We have considered our participation in such a program ad- 
vantageous and an important aspect of our foreign policy for several 
reasons. 

1. Sharing the cost of technical assistance projects with other gov- 
ernments is more economical for the United States than bearing the 
total cost alone. Every dollar we spend through this program will 
result in at least twice as much in the way of technical assistance as 
would flow the dollars we spend through bilateral channels. 

2. Many countries, particularly the newly independent and develop- 
ing nations, prefer to request certain types of assistance from an 
international organization of which they are members, and which 
they help support, rather than from an individual foreign govern- 
ment. Most bf these countries are, of course, receiving large amounts 
of U.S. bilateral aid as well. However, the existence of a multilateral 
program helps prevent the feeling among small nations that they are 
totally dependent on a single larger nation for their economic growth. 
The fact that we are willing to contribute generously to a multilateral 
fund as well as to carry out our own bilateral programs helps greately 
to build good will for the United States. 

3. The United Nations technical assistance program presently em- 
ploys some 1,500 experts from 63 countries. Many of these experts 
can offer training and advice in fields in which US. experts are in 
very short supply. In addition, experts from one country can often 
be sent to adjacent areas thus reducing the cost of such expert serv- 
ices. Likewise training facilities can often be provided in areas close 
to the recipient country, thereby also reducing the cost of assistance. 

4. The technical assistance program of the United Nations is one of 
the most important concrete activities carried out by United Nations 
organizations. Our role of leadership in the United Nations and the 
specialized agencies has been materially strengthened by our active 
participation in and support of this program. The expanded pro- 
gram is carried out by the United Nations and its specialized agencies: 
Food and Agriculture Organization, International Civil Aviation Or- 
ganization, International Labor Organization, International Telecom- 
munication Union, United Nations Educational, Scientific, and Cul- 
tural Organization, World Health Organization, and World 
Meteorological Organization. This year the International Atomic 
Energy Agency is also beginning to participate in the program. 
These agencies provide experts, training both at home and abroad, 
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and a limited amount of equipment to underdeveloped countries at 
their own request. The primary emphasis, of course, is in the fields of 
health, agriculture, and education. Assistance is also provided in 
industrial development, public administration, aviation, teleecommuni- 
cations, and other specialized areas. 


SPECIAL FUND 


The Special Fund was established January 1, 1959, as an enlarge- 
ment of the already existing technical assistance program. The new 
Fund was proposed by the U.S. delegation at the 12th General As- 
sembly in 1957 in the face of substantial pressure from a large num- 
ber of countries for the immediate establishment of a Special United 
Nations Fund for Economic Development (SUNFED). As you will 
recall, Dr. Walter Judd of this committee was a member of the U.S. 
delegation at that Assembly, and it was under his able leadership that 
the Assembly resolution was passed unanimously. We suggested at 
the time a goal of $100 million for the combined expanded technical 
assistance program and Special Fund. 

During 1958 an 18-member Preparatory Committee on which the 
United States was represented, made recommendaitons for the struc- 
ture and operation of the Special Fund. These recommendations were 
approved by the Economic and Social Council and by the 13th session 
of the General Assembly. The Fund was established to commence 
operations on January 1, 1959, with total pledges of approximately 
$25 million from 54 countries available for its first year of operation. 
The first group of projects for financing from the Special Fund will 
be submitted to the Governing Council of the Fund for approval in 
May or June of this year. 

I should emphasize that the Special Fund is not an international 
capital development fund. Its relatively small resources will be de- 
voted to technical projects which provide concentration in depth on 
surveys, research, and training projects of basic importance to suc- 
cessful economic growth. It 1s expected that the Special Fund will 
finance projects such as: Surveys of water, mineral, and potential 
power resources; the establishment, including staffing and equipping 
of training institutes in public administration, statistics, and tech- 
nology; and of agricultural and industrial research and productivity 
centers. It is expected that the Fund’s activities will emphasize rela- 
tively large projects including those which are regional in nature and 
of interest to a number of countries. 

Mr. Paul Hoffman of the United States has been appointed by the 
United Nations Secretary General as Managing Director of the Fund. 
He is assisted by a Consultative Board composed of the ity veoe | 
General, the Executive Chairman of the Technical Assistance Board, 
and the President of the International Bank, or their alternates. 
This Consultative Board will assure proper coordination with the 
technical assistance activities on the expanded technical assistance 
program and activities of the International Bank. The program 
proposed by the Managing Director will be submitted for approval 
to the Governing Council which is made up of representatives from 


18 governments (including the United States) elected by the Eco- 
nomic and Social Council. 
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U.S. CONTRIBUTION 


It is proposed that the U.S. Delegation to the oo Conference, 
which will be held during the 14th General Assembly, be authorized 
to offer for the two related programs for 1960 the amount of $40 mil- 
lion toward the total goal of $100 million. This would be done with 
the condition that the total U.S. contribution to the two programs 
would not exceed 40 percent of total contributions by all governments 
to these programs. This is in accordance with the percentage limi- 
tation included in the Mutual Security Act of 1958. 

For calendar year 1959 the United States pledged a total of $38 mil- 
lion subject to the 40 percent limitation. It is estimated that total 
contributions from other governments will require a U.S. contribu- 
tion of between $23 and $25 million for 1959 in fulfillment of this 
pledge. Last year the Congress authorized and appropriated $20 
million for our contribution to these two programs with the under- 
standing that the U.S. Delegation would pledge $38 million with 
a 40 percent limitation. The funds required above the $20 million 
appropriated are being secured from other mutual security funds. 

t is assumed that other governments will continue to increase their 
contributions in the future as they have in the past. For 1960 it is 
estimated that the U.S. contribution to fulfill the pledge we propose 
to make will be about $30 million and, therefore, authorization and 
appropriation of this amount is requested for fiscal year 1960. After 
vledanes from other governments are determined any additional funds 
which might be needed to meet the U.S. share of total contributions 
would be secured from the mutual security Contingency Fund. 

It should be pointed out that there are two types of contributions 
received by the United Nations for the expanded technical assistance 
program : 

(1) Voluntary contributions from both developed and less de- 
veloped countries amounting to about $30 million annually. The U.S. 
contribution is currently based on these contributions. 

(2) Contributions in the form of assessments paid by recipient 
countries toward the local living costs of experts. These assessed 
contributions are computed on the basis of the total number of man- 
days of assistance received. They amount to approximately $3 mil- 
lion annually. 

Voluntary contributions and assessed contributions are now treated 
in the same way by the United Nations. In each case the funds are 
collected by the United Nations Controller, placed in the special 
account for the expanded technical assistance program, allocated 
to the participating organizations, and dikeorned by them to meet 
program expenses. Expenditures are audited by the external audi- 
tors. 

In applying its percentage formula to the Expanded Technical As- 
sistance Program, the United States has thus far matched only volun- 
tary contributions to the special account. In other words, we have 
matched only the first type of contribution described above. Recipient 
governments have been required to contribute toward the local living 
costs of experts since the beginning of the program. However, during 
the past 3 years these contributions have been paid into the central 
account on an assessed basis. As a result, there is now no essential dif- 
ference between the two types of funds. 
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Last year this committee indicated in its report that it believed that 
these local cost assessments could be taken into account in applying 
the United States percentage to total contributions. The Senate For- 
eign Relations Committee disagreed with this view. The question 
was never resolved and we would hope that consideration could again 
be given to this problem this year. It is our view that these contri- 
butions should be taken into account in applying our matching for- 
mula to the Expanded Technical Assistance Program. We do not yet 
know what the local cost arrangements will be for the Special Fund. 
If they are essentially the same as they are for the Expanded Program, 
it would seem quite reasonable to take them into account in this case 
also. For 1959 these local cost assessments are estimated at approxi- 
mately $3 million for the expanded program. 

These local cost assessments are separate and distinct from the 
project expenses paid directly by maorpieatt governments. These in- 
clude office space, equipment and supplies, local personnel, transpor- 
tation, and so forth, and are estimated at about $70 million annually. 

In conclusion I would like to say I firmly believe that the United 
Nations technical assistance program and the new Special Fund are 
exceedingly helpful to our foreign policy. These activities accomp- 
lish a great deal at relatively little expense. They have won wide 
acclaim within the United Nations system and the strong support of 
many groups and organizations in the United States. I hope that 
the committee will agree that the request we are making is a reason- 
able one. 

Mr. Wiicox. This committee has often reiterated its support for 
the idea of technical assistance as an integral part of our foreign 
policy. I do not think I need dwell upon that at any length. 

The new Special Fund is an outgrowth—I think a very logical out- 
growth—of the United Nations technical assistance program. It will 
expand upon that program. As the committee will recall from a dis- 
cussion which we had last year, it was designed to give both breadth 
and depth to the technical assistance program, permitting an increase 
eventually in the technical assistance work of the United Nations up 
to about $100 million. 

Now, our contribution would remain this year at 40 percent of the 
total amount contributed. 

The advantage of our doing a certain amount of work in this field 
through multilateral channels, I think, is obvious to all. In the first 
place we have a larger reservoir of technical experts to draw upon. 
We are short of experts ourselves in many fields and we can turn to 
other countries for experts. 

Some countries much prefer to have their work done through multi- 
lateral channels, technical assistance, certain types of assistance, any- 
way rather than through bilateral channels. Of course, it is more 
economical for us because we get twice as much technical assistance 
this way as we would from bilateral aid. 

The Special Fund, I think, deserves just a word. It would finance 
such projects as surveys of water, mineral, and potential power re- 
sources. The establishment, including the staffing and equipping of 
training institutes in public administration, which is a very needy 
area; statistics and technology and agriculture and industrial research 
and productivity centers. 
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I may say in connection with the Special Fund that there are no 
rojects which have been approved as of yet. It is anticipated that 
ater this spring the Governing Council will meet and will approve 

certain projects. 

Now, we are proposing, Mr. Chairman, to pledge $40 million for this 
program during this coming year. However, it is not my expectation 
that we will have to contribute that much. I doubt that other gov- 
ernments will contribute enough to enable us to do so. My estimate 
is that probably it will be 3 or 4 years before other governments will 
be able to contribute enough to create a total program of $100 million. 

Dr. Judd, who represented the United States on this matter at the 
General Assembly a year ago last fall, is fully familiar with this pro- 
gram and I am sure can enlighten the committee perhaps much better 
than I on some aspects of it. i 

In view of the widespread wappent, Mr. Chairman, both in the 
Congress and in the American public—many groups and organiza- 
tions strongly support the United Nations technical assistance pro- 
gram—I hope very much that the committee will see fit to grant our 
request. 

Thank you very much, sir. 

Chairman Morean. Thank you, Doctor. 

Mr. Hanes. 


STATEMENT OF JOHN W. HANES, ADMINISTRATOR, BUREAU OF 
SECURITY AND CONSULAR AFFAIRS, DEPARTMENT OF STATE 


Mr. Hanes. Thank you, Mr. Chairman. 

Mr. Chairman, I am appearing in behalf of that part of the program 
dealing with migrant refugees and escapees. 

This too, is an area with which this committee is quite familiar 
from the past. I have a prepared statement which I should like to 
have inserted in the record at this point. 

(The statement is as follows:) 


Mr. Chairman, the refugee problem with which countries of the free world 
continue to be faced embraces certain broad and interrelated political, economic, 
and humanitarian considerations of direct interest to the United States. 

The United States, as the leading opponent of the Soviet system, is looked 
to for assistance by the refugee individually, and by the governments which 
afford him asylum. Prompt assistance to refugees and escapees counteracts 
Soviet propaganda attempts to convince these people that the West is indifferent 
to their plight. Once reestablished, those who have fled communism become a 
new source of political strength to the forces of freedom. Conversely, if left 
to languish without hope in refugee camps, they b..ome fertile ground for the 
spread of general political unrest and become susceptible to Communist repatria- 
tion efforts. Unsettled refugees also constitute a drain on the economies of the 
countries of asylum. Prompt local integration or resettlement in other coun- 
tries where their knowledge and skill can be used reduces the pressure for con- 
tinuing assistance on the part of the United States. 

The traditional concern of the American people for the oppressed and the per- 
secuted finds expression in the actions of the U.S. Government as a leader in 
humanitarian—but practical—-world efforts in the refugee field. 

To permit the United States to continue this leadership, the total program 
funds requested for the three major refugee programs total $18,500,000 (includ- 
ing $12,200,000 for the Intergovernmental Committee for European Migration 
requested pursuant to the permanent authorization for appropriations con- 
tained in sec. 405(a) of the Mutual Security Act of 1954 as amended). This 
compares with a total of $22,300,000 appropriated for these programs for fiscal 
year 1959. 
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The responsibility within the Department of State for bringing together U.S. 
Government policies and programs on refugee and migration matters has been 
assigned to the Office of Refugee and Migration Affairs (ORM). Established 
in April 1956 in the Bureau of Security and Consular Affairs, ORM provides 
a prompt and flexible mechanism for the development of refugee policies and 
programs and for efficient direction and control of field operations. The three 
main programs under its operational direction are the U.S. escapee program 
(USEP), the Intergovernmental Committee for European Migration (ICEM), 
and the United Nations High Commissioner for Refugees (UNHCR). Each pro- 
gram attacks a different segment of the total problem and, without overlapping 
or duplication, contributes to the solution of these related problems. 

USEP concentrates on the resettlement and local integration of the more 
recent escapees from behind the Iron Curtain who are of special political inter- 
est to the United States; ICEM concentrates on the processing and transporta- 
tion overseas of migrants and refugees; and the U.N. High Commissioner for 
Refugees concentrates on the resettlement or local integration of refugees who 
are not eligible for USEP assistance. A number of these are difficult cases— 
older refugees who escaped years ago—many of whom are still in camps. 


THE U.S. ESCAPEE PROGRAM 


The U.S. escapee program (USEP), through its specialized services, provides 
assistance to Soviet and satellite escapees in Europe from initial reception, 
interim care and maintenance to resettlement. Through other special projects 
USEP gives assistance to selected Soviet orbit escapees in other areas of the 
world. There were about 44,000 recent escapees registered with USEP in Europe 
and the Middle East on January 1, 1959. In concentrating its efforts on the early 
reestablishment of recent escapees, who continue to arrive in the West at the 
rate of about 800 per month, USEP serves U.S. interests by encouraging continu- 
ing liberal asylum and assistance policies on the part of governments of asylum 
countries and by promoting stability in asylum areas through the resettlement 
of politically vulnerable groups. 

To achieve its objective of extending immediate and direct assistance to es- 
capees, USEP operates through contractual arrangements with private volun- 
tary organizations. These voluntary organizations have the technical know-how 
necessary for the successful processing of refugees and escapees and are repre- 
sentative of the major U.S. religious and nationality groups. I should like to 
stress that the aid rendered through these agencies to the escapees is designed 
as a supplement to that provided by the governments of asylum. 

The services which USEP renders to escapees includes supplementary food, 
clothing, shelter, sanitary and health services, and language and vocational 
training facilities. All phases of the program involved in furnishing such aid 
are closely supervised by the USEP staff through the careful development of pro- 
gram and projects, the negotiation of contracts, control of the registration of 
new escapees, the review of vouchers for reimbursement, frequent field inspec- 
tions of activities, and systematic project evaluation and end-use audits. 

Primary emphasis is placed on activities which will hasten the prompt resettle- 
ment of escapees. Resettlement projects adjusted to the needs of the indi- 
vidual provide registration and individual case counseling and assistance in 
securing visas. The USEP American staff, with the cooperation of other United 
States and allied security and intelligence agencies, conducts a comprehensive 
screening of all escapees in order to assure their anti-Communist bona fides and 
suitability for U.S. assistance. USEP may also provide overseas transportation 
and, in certain resettlement areas such as those where initial adjustment is 
difficult, reception and placement aid. Even with the most efficient and ex- 
peditious handling, these necessarily careful efforts require from 1 to 2 years 
to process the average recent escapee to assure that he is properly placed to 
become an independent, self-sufficient person in his new homeland. 

Other USEP resettlement projects provide special reestablishment of difficult 
eases through institutional placement or local integration in the economies of 
the asylum countries. Interim assistance projects are designed to improve re- 
ception facilities, create better camp conditions and provide food, clothing, and 
medical care and insure special feeding for mothers and infants. Such aid is 
supplementary to that available from local resources from which over two-thirds 
of the aid is provided. 

Now, perhaps as never before, there is need to continue our efforts in behalf 
of escapees. Continued aid to those who seek freedom maintains the consistency 


‘ 











MUTUAL SECURITY ACT, 1959 815 


of our opposition to the Communist tyranny, and gives notice to both the slave 
world and the free that this cause will not be abandoned. It is important that 
the United States continue to demonstrate interest in all who escape, including 
the weak and the handicapped, many of whom will need special attention to 
become adapted to life in the free world. 

By the same gesture, the scientific arsenal of the free world is reinforced. 
During the past 2 years comparatively large numbers of highly qualified Euro- 
pean escapee scientists have entered the United States. To facilitate the con- 
tinuing entry of such scientists, a contractual arrangement has been made with 
the National Academy of Sciences which is now completing an evaluation of 
over 900 more cases, including physicists, mathematicians, chemists, electrical, 
civil and mechanical engineers, and other natural scientists such as biologists and 
geologists. The Far Hast refugee program of the U.S. escapee program has 
assisted several hundred representatives of the scientific and academic fields to 
enter the United States under the terms of Public Law 85-316. One recent 
planeload of anti-Communist escapees from Hong Kong included a professor 
of mathematics, a distinguished physicist, an M.I.T. graduate chemical engi- 
heer, an aeronautical engineer, a surgeon, an educator with a doctorate of 
education from Columbia University, and over 20 other unusually qualified 
persons. 

The success of the escapee program and other free world assistance to 
refugees continues to be reflected in the intensity of the Soviet and satellite 
anti-emigration campaign. It is cunningly designed to discredit and demoralize 
emigre groups, especially by inducing the repatriation of refugees. The Com- 
munist-instigated special publications for refugees, the radio broadcasts, the 
individual letters and visits, and the activities of the Soviet Committee for 
Return to the Homeland (and its satellite counterparts) all continue relent- 
lessly. 

During fiscal years 1958 and 1959, in the interest of placing USEP assistance 
to new refugees on a more current basis, a concentrated effort was begun to 
find a satisfactory solution for those escapees who fled their homeland more 
than 3 years ago. Already we have achieved a substantial degree of success; 
approximately 85 percent of such cases have been removed from the caseload. 
This involved the reestablishment of most of the so-called difficult to resettle 
and handicapped cases that constitute much of the older caseload. Most of 
these persons had already previously been rejected for resettlement by immi- 
gration countries. 

This effort to clean up the old caseload will be continued and intensified 
during the coming year. Overseas resettlement, where possible, will get priority 
emphasis, including further efforts to develop new resettlement opportunities. 
However, an increasing number of local placements through institutional care 
or other permanent integration arrangements in asylum countries will also be 
earried out. The completion of the special program by January 1, 1960, should 
enable USEP henceforth to devote all its effort to the new escapee so as to 
ensure his reestablishment within a maximum period of 3 years from his escape 
date. 

Since its beginning in 1952 USEP has helped over 300,000 escapees. Due to our 
success in reducing the caseload through resettlement and local integration, we 
are requesting only $5.2 million for USEP for fiscal year 1960, a reduction of 
$3.4 million from the $8.6 million appropriated in 1959. 


THE INTERGOVERN MENTAL COMMITTEE FOR EUROPEAN MIGRATION 


IGEM was organized on United States initiative at the Brussels Conference on 
Migration in 1951, initially with 15 members. There are now 28 Government 
members. Although not a United Nations body, ICEM collaborates closely with 
the International Labor Office and the United Nations High Commissioner for 
Refugees. 

ICEM’s primary purpose is to facilitate and increase the movement of migrants 
and refugees out of Europe, who would not otherwise be moved; and simul- 
taneously to supply needed manpower to the developing economies of overseas 
immigration countries, such as Australia, Canada, the Latin American coun- 
tries, New Zealand, South Africa and Rhodesia. Austria, Italy, Spain, the Neth- 
erlands and Greece are overpopulated countries in Europe requiring international 
assistance to move excess populations. Selected emigration must still take place 
from Germany, due mostly to her unbalanced population structure, the residual 
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presence of large numbers of non-German refugees, and the constant arrival of 
German refugees from Soviet-controlled areas. 

The United States is interested in maintaining economic and political viability 
in these friendly allied countries in Europe. This purpose will be jeopardized if 
these countries remain overburdened by more population—whether nationals or 
refugees—than their economies can absorb in terms of available space and capital 
investment. 

ICEM moved 810,000 persons out of Europe between January 1, 1952, and De- 
cember 31, 1958. Of this total, approximately 45 percent were refugees. Included 
in the total refugee groups were 62,722 Hungarian refugees moved to overseas 
eountries. In addition, 12,635 European refugees were removed from Communist 
China through Hong Kong during the same period. Of the nonrefugee group 
moved by ICEM, one-third has consisted of wives and children joining the bread- 
winner of the family who has preceded them overseas. These family reunions 
have contributed to the stabilization of recent migration. 

Total movements in 1957 were 180,000, the highest of any year in ICEM’s ex- 
perience. With fewer Hungarians to be moved out of Europe and the lessening of 
political and economic pressures on migrants in Europe, overseas movements 
totaled 94,000 in 1958, of which 39,000 were refugees. In 1959 and 1960, total 
movements are expected to approximate 125,000 per year. 

Since the substantial movement in 1957, there has been a growing demand in 
receiving countries for better balance in their total intake between skilled and 
unskilled immigrants. It is estimated that each skilled immigrant makes possible 
the employment of three unskilled indigenous or immigrant workers. In re- 
sponse to this demand, ICEM has assisted immigration governments to improve 
their procedures for determining requirements in terms of the numbers and skills 
of immigrants and for selecting such immigrants abroad ; and has given technical 
assistance to emigration countries, such as Italy and Greece, in organizing 
language, vocational and orientation courses for migrants already preselected 
for emigration. In addition, efforts have been made to exploit new opportunities 
or emigration from Europe developing in Rhodesia and the Union of South Africa. 

To provide the U.S. contribution to ICEM for these movements, an appropria- 
tion for fiscal year 1960 in the amount of $12,200,000 is requested, a reduction 
of $300,000 from fiscal year 1959. Of this amount, $900,213 is for administrative 
expenditure and $11,299,787 for operational expenditure. The U.S. contribution 
to the operational expenditure is voluntary and may not exceed 45 percent of 
the cash contributions of all member governments; the administrative expendi- 
ture contribution is obligatory. 
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THE UNITED NATIONS HIGH COMMISSIONER FOR REFUGEES 


The United Nations High Commissioner for Refugees (UNHCR) was author- 
ized by a United Nations General Assembly resolution of December 2, 1957, 
to conduct a program to succeed the United Nations Refugee Fund (UNREF) 
which ended December 31, 1958. The UNHCR’s program is flexible, designed 
to avoid rigid long-term plans by enabling governments to determine on an 
annual basis the specific refugee problems to which they wish to contribute dur- 
ing the particular year and which can be eliminated or reduced by international 
effort during that year. 

During 1959 and 1960 the new program will be engaged in completing certain 
of the unfinished undertakings of the UNREF program including primarily the 
camp clearance program. The balance of the new program will be concentrated 
upon a few selected categories of refugees for whom material aid is considered 
to be an international responsibility, as opposed to those for whom solutions can 
reasonably be expected from the governments of the countries in which the 
refugees are located. These selected categories include particularly refugee 
families with children living under substandard conditions and physically handi- 
capped or aged refugees. Aid will also be continued for refugees of European 
origin leaving China, and to meet any new refugee emergencies which may arise. 

The implementation of the program is supervised by an executive committee 
on which the United States serves, and which approves specific programs and 
authorizes appeals for funds. 

$1.1 million requested for 1960 is a reduction of $100,000 from the amount 
appropriated for the High Commissioner’s program last year. This reduction 
while taking into account the continued significance of the Soviet orbit refugees 
as a symbol of freedom in the cold war, also serves notice on the governments 
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of the countries of asylum that international aid is available only for a diminish- 
ing number of refugees who clearly constitute an international responsibility. 
The U.S. contribution of $1.1 million will be made subject to the condition that it 
not exceed one-third of the total contributions to he UNHCR program from all 
governments for this purpose in 1960. 


OTHER PROGRAMS 


In addition to these three major operational responsibilities ORM is currently 
concerned with urgent problems involving refugees (mostly Jewish) from the 
United Arab Republic, Dutch from Indonesia, Algerians in Tunisia and Morocco, 
refugees from Indochina in Thailand, and migrants from the Ryukyus. There 
will undoubtedly be need to assist Tibetan refugees. Similar problems concern 
Palestinian Arab refugees, but these problems are discussed in another part 
of this presentation. Each of these special problems is important to U.S. 
foreign policy considerations. 

Two recent developments in the refugee field reflect the widespread awareness 
of and interest in refugee matters. On December 5, 1958, the General Assembly 
of the United Nations adopted a resolution for a World Refugee Year to begin 
in June 1959. The United States cosponsored and supported this resolution, 
which urged member states to cooperate, in accordance with the national wishes 
and needs of each country, in promoting a World Refugee Year as a practical 
means of focusing world attention on the continuing refugee problem. The 
recently established U.S. Committee for Refugees, a non-Government group of 
interested private individuals, is now consulting with the Department of State 
and will help to develop a comprehensive public-private program for effective 
U.S. participation in the World Refugee Year. The funding of any such pro- 
gram will have to be separate from the funding for the normal programs which 
are outlined in this appropriation request. 

Much progress has been made in the various segments of the overall refugee 
program. One of the most significant achievements has been the resettlement 
and integration of almost all the Hungarian refugees who fled from Hungary 
following the October 1956 revolt. Of the 200,000 Hungarian refugees who 
escaped to Austria and Yugoslavia by the end of 1957, none now remain in 
Yugoslavia and only 13,000 remain in Austria. Of the 13,000, probably not 
more than 5,000 wish to emigrate. 

In spite of the efforts made and the generous help which the governments of 
the free world, the international organizations, and private agencies have given 
to hundreds of thousands of refugees since the end of the last war, there still 
remains a significant and complex refugee problem to be solved. It is not 
a temporary problem; neither is it a static one.. As an outgrowth of modern 
political development, it is a problem which poses an extremely delicate and 
difficult task which is international in scope and combines a demand for firmness 
and resolution with great human understanding, patience, and imagination. 


Mr. Hanes. Mr. Chairman, the funds which are being requested, 
which we are requesting for the three major programs which we have 
that operate in this general field total $1814 million for fiscal year 
1960, which is a reduction from the $22.3 million that was appro- 
priated for fiscal year 1959. 

I will speak about the reason for that reduction with regard to 
the separate programs as I come to them. 

I would remind the committee that these three major: programs 
are, the U.S. escapee program or as it is usually called USEP; the 
Tatecuorecameniat Committee for European Migration, ICEM; and 
the U.N. High Commissioner for Refugees. 

There are certain other miscellaneous, usually emergency situa- 
tions which sometimes are taken care of outside of the framework of 
those three programs, but always coordinated with them. 

These three programs, from an operational point of view, have been 
centralized in the Department of State in the Office of Refugee and 
Migration Affairs. Naturally we work very closely with other inter- 
ested areas of the Government. For example, with regard to the 
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High Commissioner for Refugees, which is a United Nations pro- 
gram, we obviously work extremely closely with Mr. Wilcox’ Bureau. 
The Intergovernmental Committee is not a U.N. body though it is a 
multilateral body of 28 free nation countries. For aay pur- 
poses we have found the centralization in one office to be a much more 
efficient way of coordinating what these three programs do. 

Very briefly, the U.S. escapee program, a 100 percent American 
unilateral program, deals with recent escapees from behind the Iron 
Curtain. They are, of course, people of primary interest to the United 
States. The Tonuresuorennietes ommittee, with 28 member nations 
all from the free world, deals primarily with the transportation of 
migrants including but not limited to refugees from countries of over- 
population—usually in Euro to countries that desire immigration 
such as Australia, Candaa, South Africa, and the Latin American 
countries. 

The High Commissioner for Refugees has his program primarily 
directed toward those that do not fall under the U.S. escapee pro- 
gram. These are mostly older refugees: many of them have been 
refugees for a number of years. Some of them even, since the war, 
many of them in camps; obviously most of them difficult-to-settle 
cases. 

If they had not been difficult, most of them would not still be on the 
caseload of the High Commissioner for Refugees. 

The High Commissioner’s program also, however, deals with emer- 
gency situations that arise sahed tle mandate. 

A few facts and figures about each of the programs may be of inter- 
est to the committee. USEP, for example, which deals with the 
recent escapees from behind the Iron Curtain, handles these refugees 
in most cases from the time of their escape until the time of eievie 
resettlement. 

We try to make that resettlement as quick as we can, but these are 
difficult matters to handle. It is important that the refugee not 
be resettled some place just in order to put him some place, if he must 
be removed again within a year or swe Waitaied it doesn’t work. It is 
much better to go at the matter carefully to find the proper place for 
him to go. We find that it generally takes from 1 to 2 years from 
the time a refugee comes out from behind the Iron Curtain until he 
can be resettled. 

There are approximately 44,000 cases registered with USEP in 
Europe and in the Near East, as of the first of January, this year. 
Generally, they are arriving at. about the rate of 800 a month. 

The USEP is not itself an operational program in most cases. We 
do have a staff. They are generally a supervisory and planning staff, 
and by and large USEP operates through the voluntary agencies— 
National Catholic Welfare Service, the World Council of Churches, 
the Jewish agencies, and the like, which have the operational know- 
how and the personnel to handle these programs. 

While USEP deals witlt people of particular importance to the 
United States often of political importance, the benefits that we get 
in other ways than political are not inconsiderable. A number of 
the refugees that we get through USEP are highly skilled, many of 
them scientifically trained persons. 

At the present time, for example, the National Academy of Sciences, 
under contract with USEP, is screening about 900 refugees in Europe 
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who are extremely highly qualified in order to advise us as to which 
ones are most needed in this country and where we can place them 
most. usefully—biochemists, physicists, chemists, other technicians, 
and engineers. 

As another example—this is not confined to Europe—a recent 
planeload that we brought from Hong Kong of anti-Communist Chi- 
nese from China under the Far East refugee program included a 
professor of mathematics, a distinguished physicist, an MIT graduate 
chemical engineer, an aeronautical engineer, a surgeon, an educator 
with a doctorate of education from Columbia University, and over 20 
other highly qualified and educated persons who had escaped from 
China. 

Since 1952, USEP has helped over 300,000 escapees. During the 
last 2 fiscal years we have made an unusual effort to reduce our caseload 
by removing from it—by settling one way or another—all of those 
who have been on the caseload for over 3 years, so we could devote our 
attention really to the new escapee just as he comes out. We have 
been largely successful in this effort. 

We have removed 85 percent from the rolls who have been on it 
over 3 years. We hope within the next year to remove the remaining 
15 percent and have an entirely current caseload. Because of the 
success we have had in removing these people from the rolls and re- 
settling them, we are able to reduce our requests for USEP this year 
from the $8.6 million which we received last year, to $5.2 million. 

This will enable us to continue exactly the same program but, as I 
say, we have been successful in reducing our caseload. 

The Intergovernmental Committee for European Migration was 
organized in 1951 on U.S. initiative. It has moved since January 1, 
1952, 810,000 persons from Europe. Approximately 45 percent of 
these have been refugees. These include, for example, 62,000 Hun- 

arians who were moved after the Hungarian revolution and also 
include 12,500 European refugees from Red China. 

In line with what I said earlier, ICEM has gotten into the busi- 
ness not only of moving persons, but of trying to insure that such 
movements are permanent. 

Therefore, it has become interested in establishing some minimum 
vocational and language training for persons before it moves them 
in order that they may go into a new homeland equipped to remain as 
permanent residents of the new land rather than continue to be ref- 
ugees who are merely a problem in another area. 

Our request is for $12.2 million for continuance of ICEM. A re- 
duction of $300,000 from our request for the current fiscal year. Our 
actual use of this money will be dependent on contributions of others. 
Our contribution to ICEM is limited to 45 percent of the contribu- 
tions from other countries. 

Our request for participation in the High Commissioner’s program 
is for $1.1 million, which is a slight reduction of $100,000 from our 
participation in his program in the current fiscal year. 

This, we feel, will continue the leading role that the United States 
has played in this program. We contribute approximately one-third 
of the total funds, but the slight reduction indicates our feeling, 
which we believe should be made evident to other countries, that the 
caseload for refugees should be constantly reexamined and pruned to 
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include only refugees that are genuinely a charge on international 
effort. 

In other words, it is not sufficient merely that some of them be 
present in a country in Europe but also that that country in Europe 
not be able to handle the situation created by the refugees. 

We do not believe that there should be international assistance in 
the case where a country of asylum can perfectly easily handle the 
situation. 

The High Commissioner’s program will be devoted during the 
coming year primarily to the camp enclosure program and to the 
handling of certain emergency situations. 

An example of this kind of emergency, a humanitarian situation 
is the High Commissioner’s present involvement in the plight of the 
roughly 160,000 or 170,000 Algerian refugees in Tunisia and Morocco 
concerning which his office, as well as the International Red Cross 
has been very active in alleviating the suffering. 

There are, Mr. Chairman, a few other smaller—in terms of num- 
bers—programs that our office does deal with as they arise. The case 
of, for example, the refugees, mostly Jewish, from the United Arab 
Republic, most of whom have now been resettled and mostly in Israel. 

And the case of the Dutch from Indonesia, most of whom when as- 
sisted, are assisted under the Intergovernmental Committee. 

Also the case of the Algerians which I already mentioned in which 
the United States, in addition to what we have given through the High 
Commissioner, has made generous contributions in terms of surplus 
foods. These matters are also coordinated through the Office of 
Refugees and Migration. 

I have no doubt that we will very shortly be helping some Tibetan 
refugees in India or elsewhere as the need may become apparent to do 


There has been an increasing awareness of the continuing nature of 
the refugee problem. 

The United Nations General Assembly last December passed a reso- 
lution creating a World Refugee Year which starts in June of this 
oe. The U.S. Government will participate in this year. Exactly 

ow I am not yet certain but certainly we will wish to participate in it. 
Already there has been a great deal of private interest in this Year, 
mostly expressed through the newly formed U.S. Committee for Refu- 


s. 

The objective for the year is not to try and solve all refugee problems 
in 1 year—refugee problems will undoubtedly continue to exist as 
long as the conditions which create them continue—but rather to 
focus the attention of the world on the continuing nature of refugee 
problems and the continuing necessity for the free world to respond 
to these problems, which are political problems and economic problems, 
and humanitarian problems all rolled into one. 

There has been a lot of progress made in refugee affairs. This is not 
an endless thing. I think it is a matter of much pride to our country 
which took a leading role, that of the 200,000 Hungarian refugees that 
came out in 1956 not one remains in Yugoslavia. Only 13,000 remain 
in Austria and of that 13,000 there are probably not more than 5,000 
who wish to emigrate further. The others, while still in need of some 
resettlement assistance, wish to settle in Austria. This is a major 
accomplishment. 
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The number of refugees in Europe over the past 5 to 6 years despite 
the great influxes of the Hungarians and others has been drastically 
reduced. There is some dispute as to exactly how many there are in 
Europe today in need of resettlement, but the number is a very man- 
ageable nian It may be 100,000 or 150,000. It is not particularly 
large. But it is important that the effort not be reduced despite the 
fact that the numbers have been reduced. The problems that exist 
are not measured only in terms of masses or numbers; they are meas- 
ured in terms of individuals. And while our requested program is a 
smaller program, reflecting, we believe, some success in dealing with 
the problem, we feel that the importance of.the program is not less, 
simply because it is smaller. 

Thank you. 

Chairman Morean. Thank you, Mr. Hanes. 

Mr. Vance. 


STATEMENT OF HON. HAROLD S. VANCE, COMMISSIONER, U.S. 
ATOMIC ENERGY COMMISSION 


Mr. Vance. Mr. Chairman, I have a prepared statement which, 
with your permission, I would like to read. 

Chairman Morgan. Go right ahead, sir. 

Mr. Vance. My name is Harold S. Vance. I am a member of the 
Atomic Energy Commission. It is a pleasure for me to make the 
opening statement in behalf of mutual security funds for the Atoms- 
for-Peace programs. 

Since July 1956, and through the current fiscal year, approximately 
$12 million of mutual security funds will have been made available 
to help friendly countries initiate or develop nuclear energy pro- 
grams. The Atoms-for-Peace program is tailored to a country’s needs 
and resources, and is especially useful to the less-developed countries. 

We propose that $6,500,000 mutual security funds be applied to the 
following activities: (1) research reactors grants, (2) equipment 
grants, (3) survey and development assistance, (4) support for the 
International Atomic Ener Agency operational budget, and (5) 
the U.S. offer to provide scholarships oak the Agency. 

The Atomic Rnetgy Commission recognizes the importance of 
training and supports training, but does not administer the U.S. pro- 
grams (4) and (5) above for training of foreign nationals in the 
atomic energy field. 

I shall describe these activities briefly, indicating the estimated 
amount which might be applied to each: 

Research reactors, $2,450,000. These reactors are tools that make 
possible research programs in nuclear physics, radiation chemistry, 
reactor engineering, and the biological and medical sciences. The 
reactor and the radioisotopes produced therein provide the practical 
supplement to textbook lectures. Recipients of grants are afforded 
an opportunity to prepare themselves progressively for more ad- 
van complex, and hazardous reactor systems. In so doing, it is 
probable that the entire scientific effort of the country is upgraded. 

Since 1955, the United States has been prepared to contribute up 
to one-half of the cost of a research reactor project, with the stipula- 
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tion that the grant cannot be in excess of $350,000. In no case has this 
sum equaled half of the cost of a project. Most total outlays are in 
excess of $1 million. In fact, some projects require expenditures of 
from $3 million to $10 million for completion. 

So far this year, a reactor grant has been processed for the Repub- 
lic of Korea. We expect to qualify projects from at least three 
countries between now and July, in wadition to the 17 commitments 
that have already been made since the program’s inception. On the 
basis of information now available, we anticipate seven more appli- 
cations in fiscal year 1960. 

Agreements for cooperation are required in order to qualify for 
a reactor grant. These agreements provide for an exchange of infor- 
mation between the recipient country and the United States in the 
research reactor field, including related health and safety problems. 

Research and training equipment, $2,050,000. In addition to reactor 
grants—or, if a country is not ready for the installation and use of 
a research reactor—the United States makes grants available for 
acquisition of such equipment as: general radioisotope, nuclear engi- 
neering, and medical training and research laboratories; and cobalt- 
60 teletherapy and irradiation units. 

An example is the recently approved grant for the Government of 
Colombia for a medical radioisotope research and training labora- 
tory and a cobalt-60 teletherapy laboratory. The laboratories will 
be installed in the National Cancer Institute of Bogota, thereby 1m- 
proving its diagnostic, therapeutic, and training capabilities. The 
Institute, founded in 1935, has treated more than 4,000 patients, 
including a number from neighboring countries. 

As during the first part of the reactor grant program, we have 
had to feel our way along. But this program can be grasped fairly 
easily by the man in the street, and consequently builds prestige and 
influence for the United States at the same time it meets critical 
needs in the countries assisted. 

The $2,050,000 requested for 1960 would enable the United States 
to make grants to about 30 countries. 

Receiving countries are expected to provide the United States 
with technical information developed as a result of the use of this 
equipment. 

Survey and development of peaceful uses, $500,000. Technical and 
advisory services to foreign countries and international organizations 
have and will continue to help achieve our objective of maximum 
development within the means available to a cooperating country. 
Such surveys also provide guidance for wise expenditures under the 
atoms-for-peace program. 

Consideration is being given to the support of symposia to be con- 
ducted in conjunction with the International Atomic Energy Agency 
or regional organizations. This coming June, mutual security pro- 
gram funds will make possible the Second Inter-American Symposium 
on Nuclear Research and Application to the Life Sciences which will 
be held in Buenos Aires under the sponsorship of the Organization of 
American States. 

Also included as a possible activity under this item are training 
films. A package library of 45 training films can be made available 
for about $2,500. 
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Contribution to the International Atomic Energy Agency, $750,000. 
Many of the important activities of the International Atomic Energy 
Agency are supported by assessed contributions from its membership 
asa whole. There is, in addition, a special account referred to as an 
operational fund derived from voluntary contributions of members, 
which is used to pay for the majority of the International Atomic 
Energy Agency’s operational and technical assistance activities. The 
goal for this fund is $1.5 million for the current calendar year. The 
Agency’s operational budget for 1960 is expected to be at least at the 
same level, and our voluntary contribution to the operational fund will 
be derived from this budget. item. 

During the first year of its existence, the International Atomic En- 
ergy Agency not only made progress in organization and staffing, but 
also initiated a program designed to achieve its mandate of accelerat- 
ing the development of peaceful applications of atomic energy 
throughout the world. 

The International Atomic Energy Agency already has made a 
noticeable contribution to improving world atomic technology through 
its operation of a training program and the provision of experts to 
less-developed countries. Concomitantly, the Agency has begun to 
implement its functions concerning health and safe handling of 
atomic materials. To this end, meetings of experts have occurred or 
are planned, Progress has been made in such fields as safe handling 
of radioisotopes, waste disposal at sea, and third party liability. 

I believe we all recognize that one of the prime responsibilities of 
the Agency lies in the provision of nuclear material under safeguards. 
The furnishing of uranium metal to a Japanese research reactor by the 
Agency and its establishment of initial safeguards procedures for this 
project augurs well for the International Atomic Energy Agency’s 
future. I should like to add that the uranium metal for this project 
is being made available by Canada at no charge to the Agency, a 
heartening example of the importance other member states attach 
to the International Atomic Energy Agency. 

Continued U.S. leadership and support of the Agency is, of course, 
required. The appropriation request now under consideration is a 
facet of this support. 

U.S. scholarship program, $750,000. These funds will make pos- 
sible the training in the United States of about 100 students sponsored 
by the International Atomic Energy Agency during the 1960-61 aca- 
demic year. Applications are made through the International 
Agency and processed in the United States by the National Academy 
of Sciences. This program is administered by the International Co- 
operation Administration. The representative of the Department of 
State is prepared to answer any questions you may have with respect 
to this item. 

In the atoms-for-peace program, effective nuclear energy activity 
is directly dependent on the technical competence of participati 
personnel. By providing these scholarships the United States wi 
make possible a service that not only will strengthen the International 
Atomic Ene Agency, but will continue to promote strong ties 
between our Government and other countries. 

In conclusion, let me affirm that, in its entirety, the sum requested 
here is based on value to the country or countries that will be bene- 
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fited. But the United States will benefit, too, in terms of leadership 
in the atoms-for-peace effort—an effort that contributes significantly 
to the achievement of our foreign policy objectives of world peace 
and security. 

I will be happy to answer any questions you may have with respect 
to the research reactor and equipment grants and in connection with 
survey and development assistance. Mr. Sullivan of the Department 
of State will reply to questions involving the International Agency 
and the scholarship program. 

Chairman Morecan. Thank you, Mr. Vance. 

Mr. Crockett. 


STATEMENT OF WILLIAM J. CROCKETT, DEPUTY BUDGET AND 
FINANCE OFFICER, DEPARTMENT OF STATE 


Mr. Crockett. Mr. Chairman my remarks will be directed to the 
part of the bill, section 411(c) which has to do with those expenses 
of the Department of State which are related to the mutual security 
program. 

I have a brief statement which I would like to read with your per- 
mission, Mr. Chairman. 

Chairman Morean. Go right ahead. 

Mr. Crockett. Mr. Chairman, the proposed fiscal year 1960 authori- 
zation and appropriation for administrative expenses of the Depart- 
ment of State requested under section 411(c) of the Mutual Security 
Act is $8,395,000. This amount includes $1,045,000 for the Mutual 
Defense Assistance Control Act formerly requested under section 410 
of the act, and $100,000 for costs of the International Development 
Advisory Board formerly included under section 411(b) of the Act 
and financed from funds made available to the International Coopera- 
tion Administration. This appropriation request is included on pages 
101 through 106 of the presentation book on nonregional programs 
which has already been submitted. Since the presentation includes a 
descriptive narrative of each function funded under section 411(c), I 
will confine my statement to the change in the language of section 
411(c) of the Mutual Security Act which we are requesting this year. 

Under the present wording of section 411(c) of the Mutual Security 
Act, there is a continuing authorization for those administrative ex- 
penses for State Department activities which arise from or relate to 
the mutual security activity. 

We are requesting that the limitation amount be deleted and that 
the authorization for control act expenses currently authorized under 
section 410 of the act be included under section 411(c) to read as 
follows: 

There are authorized to be appropriated to the Department of State such 
amounts as may be necessary from time to time for administrative expenses 
which are incurred for functions of the Department under this act or for normal 
functions of the Department which relate to functions under this act, and for 
expenses of carrying out the objectives of the Mutual Defense Assistance Control 
Act of 1951 (22 U.S.C. 1611) : Provided, That, in addition, funds made available 
for carrying out chapter I of this act shall be available for carrying out the 
objectives of the Mutual Defense Assistance Control Act of 1951 in such amounts 
as the President may direct. 

When the existing authorization was enacted in 1956, there were 
only two activities falling within the Department of State’s jurisdic- 
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tion at that time which were funded under the provisions of section 
411(c). These were: (1) providing program policy review of the 
mutual security program, and (2) supporting the U.S. Mission to 
NATO and European Regional Organizations (USRO) in Paris. In 
order to improve the overall coordination and administration of the 
mutual security program, the Secretary of State under authority and 
provisions of Executive orders transferred the responsibilities of cer- 
tain other mutual security program functions from time to time from 
the Director of the International Cooperation Administration to the 
appropriate organizational unit of the Department of State. 

For example, in March of 1956, the escapee program and other re- 
lated responsibilities were transferred by Executive Order 10663 from 
the International Cooperation Administration to the Department of 
State. During fiscal year 1958, under the authority and provisions of 
Executive Orders 10575, 10610, and 10742, the Secretary of State 
transferred the responsibilities for coordination of the mutual security 
program, U.S. participation in OEEC activities, and public informa- 
tion relating to the mutual security program. Funds for these four 
transferred functions were included in the section 411(c) appropria- 
tion request for fiscal year 1959. 

The Secretary of State, effective January 26, 1958, shifted the re- 
sponsibilities for carrying out the objectives of the Mutual Defense 
Assistance Control Act from the Director of ICA to the Under Secre- 
tary of State for Economic Affairs. 

In addition, the Under Secretary of State for Economic Affairs was 
made the primary point of contact for the International Development 
Advisory Board and this activity became the responsibility of the 
Department. Funds for discharging Control Act responsibilities 
were requested and appropriated for fiscal year 1959 under section 410 
of the Mutual Security Act and funds for supporting the activities of 
the International Development Advisory Board were appropriated 
under section 411(b). Funds for both activities are now requested in 
the appropriation to State under section 411(c). 

The activities transferred to date are recognized as being essentially 
a part of the Department’s fundamental and basic responsibilities. As 
indicated previously, the funding of the administrative cost of assum- 
ing these functions has been or is proposed to be shifted from other 
sections of the Mutual Security Act into section 411(c). This is con- 
sistent with the transfer of functions and simplifies the funding pro- 
cedures by appropriating directly to the Department of State the 
funds required to cover the administrative expenses of the Depart- 
ment in carrying out its responsibilities relating to functions under 
the Mutual Security Act. 

Deletion of the limitation as proposed will provide the Department 
with needed flexibility to continue the improvement of coordination 
and administration of the mutual security program as may become 
evident from time to time. 

~On a comparative basis the cost of all activities transferred amounts 
to $8,154,000 in fiscal year 1959 as reflected in the presentation book 
on nonregional programs. In 1960 the cost of these activities including 
Control Act expenses and the International Development Advisory 
Board is estimated at $8,395,000, a net increase of $241,000. This in- 
crease is comprised of increases totaling $280,900 and offsetting de- 
creases of $39,900. The increase of $280,900 is required for— 
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(1) some staff increase and related expenses, primarily in 
the Office of the Under Secretary to strengthen program policy 
review in Washington and the coordination of mutual security 
programs overseas ($225,900), and 

(2) additional costs necessary to bring the International Devel- 

Acree Board to an effective level during fiscal year 1960 
($55,000). 
As Ph read the International Development Advisory Board has 
a considerably more complex scope of authority and action and will 
now work with the Under Secretary of State for Economic Affairs, 
the Director of the International Cooperation Administration and the 
Manager of the Development Loan Fund in coordination of Interna- 
tional Development Advisory Board activities. The chairman and 
the other 12 members of the Board have now been appointed. The 
fields of national interest which they represent include agriculture, 
business, economic development, education, labor, press, public admin- 
istration, public health, science, and venture capital. 

The decreases of $39,900 include a decrease of $6,900 in funds re- 
quired for the public information activities, and a decrease of $33,000 
in funding requirements for salaries and related expense necessary 
for administering the refugee and migration program operations. 

Chairman Morean. Thank you, Mr. Crockett. 

Dr. Wilcox, to what percentage is it our aim to reduce our contri- 
bution to the Children’s Fund, ultimately? I understand that now we 
are down to 48 percent. What is our final objective? 

Mr. Wuicox. Mr. Chairman, I think it would be prudent to wajit.and 
see how this arrangement works out. 

We had in mind a percentage which would not impair the effective- 
ness of the Children’s Fund or which would not reduce its scope. I 
have talked with the Children’s Fund staff and the director who 
assures me that they will do everything possible if we get appro- 
priations at the 48 percent level to procure contributions from other 
countries. They don’t know whether they can make up this short 
fall or not. They will exert every effort. One reason we thought 
it would be a good thing to do it this way, it would present them with 
a challenge. I think they have used a t deal of ingenuity in 
securing funds for this program. They have been able to get. con- 
siderable funds from private sources. Many people think it is a 
worthwhile thing and are willing to make contributions from private 
sources. But I would hesitate to say now how far this percentage 
contribution ought to be reduced. 

Chairman Morcan. We have come from 72 to 48 percent? 

Mr. Witcox. Yes, sir. 

Chairman Morgan. Dr. Wilcox, does the Children’s Fund work 
very closely with WHO and FAO? 

Mr. Witocox. Yes, sir; these two organizations furnish the tech- 
nical expertise and the know-how in the field of food, nutrition, 
health, and the United Nations Children’s Fund furnishes the equip- 
ment and material that is necessary for the programs. They work 
very closely together. 

hairman Morcan. Now, in regard to our United Nations Ex- 
panded Program for Technical Assistance, what new program has 
affected its operation ? 














MUTUAL SECURITY ACT, 1959 827 


Mr. Wi.cox. That is the special fund, Mr. Chairman. As you 
know the technical assistance program as such has been going for 
7 or 8 years. The Special Fund is now in its first year. The new 
director, Mr. Paul Hoffman, has been appointed by the Secretary Gen- 
eral and the Governing Council will meet in May in order to draw up 
the first projects for the new fund. 

While none have been approved yet it will envisage such things 
as, for example, the Mekong Valley project which will involve a 
number of countries on a kind of regional basis and would benefit sev- 
eral countries in the area. 

Chairman Morean. How many countries have made pledges? 

Mr. Witoox. The pledging has not yet been completed, Mr. Chair- 
man. Some 54 have made pledges and some others have indicated 
they expect to pledge later. So we don’t know precisely what will be 
forthcoming from other countries. 

Chairman Morean. What country pledged the biggest amount? I 
mean not counting ourselves. 

Mr. Witcox. The figures we have show that the Netherlands have 
pledged a rather substantial amount for a country of that size. Can- 
ada hae gr. a rather considerable amount. We have the figures 
which we will be glad to submit for the record in the event you would 
like to have them, Mr. Chairman. 

Chairman Morean. That will be fine. Put them in the record. 

(The information is as follows :) 


United Nations Expanded Technical Assistance Program and Special Fund— 
Government pledges and contributions by years 


[U.S. dollar equivalent} 





























Contribution year 
Contribu- | Contribu- | Contribu- 1959 ! 
Country tion year tion year | tion year Total 
1950-56 1957 1958 
ETAP Special 
und 

Afghanistan... ....---------- $54, 002 $12, 500 $12, 500 $12, 500 $6, 000 $97, 502 
Albania............-..------]-------------- 2, 000 2, 000 2,000 }......-....- 6, 000 
Ati ing... ..5 5 56.5.<.-065 1, 343, 333 360, 000 360, 000 99, 692 @) 2, 163, 025 
pS * Se a ee 2, 390, 953 500, 000 625, 000 625, 000 }............ 4, 140, 953 
BEE. occnsn equ sctnopevese 153, 848 38, 462 57, 692 Uf a. 307, 694 
pe a ee 1, 949, 500 437, 500 437, 500 500, 000 250, 000 3, 574, 500 
WIT, nose sss sentng-ooes 75, 790 15, 000 20, 789 CS OTOL 132, 368 
pT ES Shae ee 2, 534, 225 751, 351 832, 432 St aa 4, 950, 440 
BRIS 50 4 oncnnanderectes 14, 706 14, 706 14, 706 34, 706 $............ 58, 824 
IR conc eng onsgecsscseas 75, 500 24, 000 30, 000 35, 000 }............ 164, 500 
Byelorussian 8.8.R--.-.-.---- 150, 000 50, 000 50, 000 50, 000 50, 000 350, 000 
Cambodia. .....------------ 17, 042 5, 133 6, 131 ©, Be Be cwentnvenes 34, 477 
CS eee 7, 122,727 | 2,000,000 | -2.000,000 | 2,000,000 | 2,000,000 | 15, 122,727 
Ce ere 96, 009 18, 059 20, 000 20, 000 5, 000 159, 068 
Coe cenncsassadatdescupee 676, 135 72, 747 77, 856 55, 612 55, 612 937, 962 
CRM ro on. s coos ccgospcees 80, 000 20, 000 20, 000 20, 000 20,.000 160, 000 
Colombia.......------------ 671, 020 140, 000 100, 000 81, 967 16,393 | 1, 009, 380 
Coste Mlea..........<...526- 36, 400 10, 053 10, 053 90, GIB faweneiiccine 66, 559 
OUR. <5 cin nsson-e5+-ncneges= 175, 000 25, 000 25, 000 25, 000 j...........- 250, 000 
Czechoslovakia- -.....-.---- 208, 332 69, 444 69, 444 104, 444 69, 444 521, 108 
D ER ae TR 2, 202, 113 579, 123 579, 123 651, 513 332, 996 4, 344, 868 
Dominican Republic... .-- 70, 000 28, 000 S| REE RINE 131, 000 
ee RE SS: 45, 334 11, 533 11, 333 11, 333 10, 000 89, 533 

BEES ARC LES NI 537, 048 Oe ESOS SRGRRETD, ASTRA 651, 925 
Fee IC cenesccentensopu 36, 000 7, 000 7, 700 (i) ap ERS R 58, 400 
| Rae ites Ra 120, 129 20, 000 20, 000 20, 1 29, 187 209, 445 
ss 65, 000 25, 109 25,000; 25,000 j.........-.. 140, 109 
yg LRN RES Stet 7, 587,857 | 1,449,964 | 1,542,857 | 1,312, 525 911,475 | 12,804, 678 
Germany, Federal Republic 

Ga ndesccndigoasexanin 863, 097 476, 190 952,381 | 1,190,476 476, 190 3, 958, 334 
Ghana. ........-....--+..---]-----0-------- 30, 000 44, 100 ’ 000 146, 200 
IIR css weinnneeorenemerté 75, 885 10, 000 25, 000 25, 000 165, 885 


See footnotes at end of table. 
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United Nations Expanded Technical Assistance Program and Snecial Fund— 
Government pledges and contributions by years—Continued 





Contribution year 
1959 ! 




































Contribu- | Contribu- | Contribu- 
Country tion rear tion vear | tion wear Total 
1950-56 1957 1958 
ETAP Special 
fund 
| Ee $42, 500 $10, 000 $10, 000 te eee eager $74, 500 
NG id Sotksc Snbalacinceabwnbinite 68, 490 14, 490 14, 490 14, 400 $72, 000 123, 600 
0 Ea en 41, 600 10, 000 10, 000 Jb ea es 71, 600 
SEE Se 12, 875 42, BNR 42, 608 42, F08 42, 608 18%, 307 
SS PRR ees BS eS 14,971 3, ARE R, RRL aig ee Cea %%, 731 
BRS 63.5 dona inbondincp hennis 1, 950, 000 500, 000 525, 000 525, 000 , 000 4,000, 000 
oe. | concebvounll 49H, 22H 65, 729 35, 857 ee ee 577, 189 
SE 270, 000 50, 000 50, 000 50, 000 , 000 470, 000 
Ee tn tendbinebe 77.00 55, A75 5A, 000 5A, 000 28, 000 272, 765 
ES RP as Sh ee 70, 001 f,110 19, 990 8 SER Ge hee 99, 331 
EE cee 297, 780 RO, 50, 000 50, 000 15,900 288, 7A9 
RS ck es de Shc 599, 090 119.090 240, 090 400, 000 600, 090 1, 951, 000 
Beene fice 5. busi, 420, 000 90,90 135, 000 135, 000 480,000 | 1, 280, 000 
Nf ae ERS cara R, 416 5, &R1 th PRR ER Serer 20.178 
Korea, Republic of _....-.-- 22. 5 3. 590 3.5 3. 590 3, 590 33. 000 
A Ay Re Sa Ss 13, 599 1, 498 3.990 3.090 3. 000 23, 957 
Spa TE ERR 40. 784 6, 844 7. 874 TER. Volk dick a aeoae 63. 319 
OS See eee ee 82.000 20. 00 25. 000 25, 000 10, 000 162, 000 
Fa erelapetes 15, 600 5, 000 6, 000 Ch Seer 32, 600 
Liechtenstein. .............- Tf RESERESES HY | PESTER EF POU STs A PRUE ETS. 1,401 
(eee 15, 520 3, 000 3.000 4, 000 3.000 28, 520 
Tg | A ee eee: Ape ere 20, 090 20, 000 5, 000 45, 000 
Nil DARERIAL bari 161, 446 33. 699 113. 690 218, OOD bowss---e ee 422. 446 
ere Ra 10, 858 1, 429 1, 429 1,013 1,013 15, 742 
EES Ss ESE RE CREE PIS TERS Se 5,90 10. 000 10, 000 20, 000 45, 000 
i IR ST EEN ER, ESR SE: Rae, SO 5. 070 OS) | BIS | PREC E "ER 10, 070 
Netherlands _........---.--- 3, 241. 053 974,09" 1, 092, 590 1, 202. 000 2, 440, 195 8, 949, 658 
New Zealand. _............. 837. 379 168, 029 210, 000 210, 000 70, 000 1, 495, 399 
ND So ic ccatindmanie 25, 000 6, 429 8 aS See 37, 143 
| SES Sa 1, 020. 579 380, 792 408, 792 461, 991 377, 992 2, 459, 146 
, eee. 954, 618 164. 213 170, 000 170. 000 104, 998 1, 567, 829 
ee sas, wecimstnn bon 15, 000 3,908 3. 000 4.090 1,090 26, 008 
ic nclasdicietiaotesivee- id 38. 000 12.090 12, 090 12, 000 10. 090 84. 000 
a eS re 22. 000 20.000 30, 000 30. 000 10, 009 112, 000 
Pres... ...... 326, 090 64, 000 66, 000 64, 000 64, 00 599, 000 
EEL 2.) ccdppeusedsont 30, 000 75,000 75, 000 75, 000 125. 900 650, 000 
ES ESR TERESI eek IT 10, 000 15, 009 15, 000 10,09 , 000 
a 16, 647 16, 667 16, 667 6, 667 16, 667 83, 335 
Saudi Arabia_-__.........-.. oF Ra 25, 000 ee 145, 000 
Rat PRES aR 10, 000 5, 000 50, 000 IE ihe icsnainc tots Meat 160. 000 
ESR SR EE oe 43,079 70, OF1 161, 000 BERL, ishtchocaed 390, 490 
SE Pe ee 2, 599, 618 792, 577 869, 901 3 2. 899, 671 7, 161, 767 
ua ee 1, 384, 748 35), 447 350, 467 WEE TStaccnckanee: 2, 434. 519 
Se. hails oltieuwcuwail 64, 729 SS Se a a ae 78, 
. |” SX Soaeretiiair se 237, 758 64, 000 38, 797 38, 186 160, 000 538, 741 
;  2_ ees ae” PRT eee at. sk 2, 000 2, 000 2, 000 2, 000 8, 000 
, «a RITE Se 1, 153, 694 210, 090 210, 000 67, 491 (2) 1, #41, 185 
Ukrainian 8.8.R .......-..- 375, 090 125, 000 125, 000 125, 000 125. 000 875, 000 
0 ee 4,000,000 | 1,000,000 | 1,000,000 | 1,000,000 | 1,000,000 8, 000, 000 
CO gS eS ee ee ee 128, 843 114, 877 287, 191 539, 911 
United Kingdom_-----.---- 11, 088, 792 2, 240, 000 2, 240, 000 2, 240. 000 1. 000, 000 18, 808, 792 
Wee Gentes .......n ond 79, 451, 215 | 15, 270, 964 | 14, 088, 237 5 25, , 000 133, 810, 416 
0 Rae oe 520, 000 120, 000 120, 000 REE labcwecetaste 880, 000 
, es eae 6, 000 2, 000 2, 000 1, 000 1, 000 12, 000 
.  _ opipica haar eer 350, 000 66, 000 250, 000 : 
| Re gr aes 32, 500 21, 429 25, 714 
Yemen __. 0 4S SS Paar 9 
Yugoslavia __- 437, 500 110, 000 116, 667 
_ , ee Es ine 
i RS Se Ee ES oe 
i SCE Seely Ss 142, 671, 412 | 30, 824,364 | 31, 307, 153 261, 166, 800 

















1 Pledges as of Mar. 13, 1959. 
2 Will contribute the same percentage to the Special Fund as its contribution to the Expanded Program. 
3 Division of pledge between two programs not yet announced. 


4 Early in 1958, Egypt and Syria were united into a single state, the United Arab Republic. 


that time, Egypt and Syria were contributed individually as senarate states. 


5 The United 


Prior to 


States pledged $38,000,000 to the 2 programs subject to the proviso that the U.S. contribution 


would not exceed 40 percent of total contributions from other governments. It is estimated that the U.S, 
contribution will be $25,000,000. 


Nore.—These figures represent contributions to the U.N. technical assistance special account from which 


allocations to the participating agencies are made. 


They do not include contributions made by recinient 


— to the cost of projects carried out in their own countries in local currency or goods an‘ ser vices, 
hese local contributions are estimated to be approximately twice the cost borne by the participating 
agencies financed from the special account. 
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Chairman Morean. Mr. Hanes, you say of the 250,000 Hungarian 
refugees, there are none in Yugoslavia, and only 5,000 in Austria. 

Do we have any Yugoslav refugees around ? 

Mr. Hanes. Yes, sir. The Yugoslav refugees continue to come out 
of Yugoslavia, most into Austria and Italy at a large though varying 
rate. It runs sometimes up to 2,000 a month. It varies somewhat 
depending on the season. These refugees from Yugoslavia have 
fallen into two groups—really three groups. Some genuine political 
refugees, some pretty clearly economic nesngees and some that are 
in the middle and obviously motivated by both considerations. 

The Austrians and the Italians have both adopted quite liberal 
policies toward the reception of these refugees. They have always 
given asylum to any who are political refugees, even by quite liberal 
definition. They have not given asylum to those who are strictly 
economic refugees because it has been fairly well demonstrated that 
the turning back of such economic refugees does not—in the current 
situation in Yugoslavia—entail any appreciable repressive acts 
against the individual. This has been illustrated by the fact that 
some individuals have come out four or five times. 

But this does constitute a considerable problem and it is a problem 
that has been met through these various programs that I s about, 
including, of course, primarily the ICEM contribution because gen- 
erally the best solution for these persons is migration to one of the 
countries who needs labor—Australia, for example. 

Chairman Morcan. Most of the Yugoslav refugees are in Austria 
or Italy, then? 

Mr. Hanes. Those who have not been moved overseas. There 
are considerable numbers there and of the burden of refugees that 
remains in those countries there is a fair number. More than 20,000 
at the present time. 

Chairman Morean. Your organization makes an effort to move the 
Yugoslov refu d 

Mr. Hanes. Yes, sir; and this very definitely in the case of those 
who are political refugees. However, even without definition as to 
whether or not they are political, ICEM deals with migrants, surplus 
populations as much as it deals with refugees so they would also 
come under that as well. 

Chairman Morean. Thank you, Mr. Hanes. 

Mrs. Bolton? 

Mrs. Botton. Mr. Chairman, have we had reports from the Chil- 
dren’s Fund? 

Chairman Morean. We have other witnesses coming. Mrs. Vir- 
ginia Gray is scheduled for next week. 

Mrs. Botton. And Martha Eliot. 

Chairman Moraan. Dr. Eliot has retired. Virginia Gray will 
testify for UNICEF instead. 

Mrs. Botton. Thank you. 

Chairman Morean. Mr. Burleson—— 

Mr. Burixson. I only have a question to be directed to Mr. Hanes. 

Where are all these Hungarian refu who come into this country ? 

Mr. Hanes. Well, they are throughout the country. There have 
been some concentrations. 

Mr. Burueson. Do we know where they are by individuals, numbers, 
or other identification ? 

38361—59—pt. 4 —5 
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Mr. Hanes. We don’t maintain this kind of statistics, sir, for this 
reason—— 

Mr. Burizson.Well, nobody knows where they are or what they are 
doing. That is it, isn’t it? 

Mr. Hanes. Immigration and Naturalization would. The Depart- 
ment of Health, Education, and Welfare might also keep in touch 
with them. 

What I was going to say was, by and large if we wanted such statis- 
tics we would probably go to the voluntary agencies who actually 
have been responsible for resettling people as individuals in such and 
such a place. 

Mr. Burteson. Do we know whether or not all of them registered 
the first of the year as aliens under the law? 

Mr. Hanes. The Immigration and Naturalization Service would 
know of any who had to register. The responsibility of the Depart- 
ment of State ceases when they come into this country. 

(The following has been submitted for inclusion in the record :) 

The following table indicating the distribution of postrevolt Hungarians 


arriving in the United States as immigrants or parolees is furnished by the 
Department of Justice Immigration and Naturalization Service: 
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Hungarians who reported under Alien Address Program January 1958 




















[Preliminary] 
State or Territory Total | Immi- | Parolees State or Territory Total | Tmri- | Pa- 
grants grants | rolees 
PRES 5, 531 28. 761 || Nevada_. pan  ) Fee 4 
New Fampshire_______. 56 15 41 
Alabama.._..-..--.----- 33 3 30 || New Jersey ......-.__-- 4,5%4 763 | 3.741 
Apipems. =.=... ive 69 12 57 || New Mexico. se 30 1 29 
Arkanses.”. ..--:.---. . 5 1 4 || New York. ES ha 8,672 | 1,370 7, 302 
California. ___- a 2, 903 37 2 531 || North Carolina. ae 65 5 60 
ig Raa I aaa 398 39 359 || North Dakota. .___.__.- ite 11 
Connecticnt..._.... .....: 1, 580 327 SS sein sacked So. 6 at e05 3, 677 629 3, 048 
Delaware’. ~°_ =... 56 11 45 j} Oklahoma. -.._.-..-._-- 36 7 29 
District of Columbia_---- 130 14 Sp kh. Sees ae 172 56 116 
Florida. _.-_- SPER + 510 84 426 || Pennsylvania.___._.___- 2, 891 423 2, 468 
| RRR Oe aR: Fa 18 5 13 |} Rhode Island ________. 58 13 45 
| TE ae Fe 98 12 86 || Sonth Carolina__.__.__- + ae 10 
LRG eaeeg ses 2, 258 456 1, 802 |} Sonth Dakota_________- . _* ee 22 
Teiees.. ss cece 7 150 634 || Tennessee___.-________- 100 10 90 
EE te On : 104 12 ity. See 314 98 216 
ER ch ata tedode 132 13 4} DAL” ee RR ae ee oes 36 1 35 
EET sai 88 6 83 ji Vermont.....-j........- 24 2 22 
SS Sate eres 209 7 Se NR i Soo and 179 23 156 
ei 12 | _ 22. 11 |} Washincton ._.-.-_..._. 445 36 409 
_ aaa 370 61 309 || West Virginia__......... 108 11 97 
139 fu 432 102 330 
135 858 ||} Wyoming._.-.._.__.._.- 21 10 ll 
31 191 || U.S. Territories and pos- 
2 6 sessions: 
40 304 ONE reneeee _f Ree i) 
; = Puerto Rico__-__-.--- 9 2 7 



































Mr. Burieson. Does your agency work with the Zellerbach Com- 
mission ? 

Mr. Hanes. We have been in close touch with them. 

Indeed, Mr. Zellerbach came in to present me with a copy of their 
latest report just about a month ago. We have been in touch with 
him and we work with all the voluntary agencies including the In- 
ternational Rescue Committee. 

Mr. Burieson. What is this newly established U.S. Committee for 
Refugees? It says here it is a private nonprofit organization. 
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Mr. Hanes. It is a private organization which Dean Francis B. 
Sayre, Jr., of the Washington Cathedral, is the chairman and Mr. 
Harvey Sibley is the president. : 

Some members are representatives of voluntary agencies and others 
are just representative of interested individual citizens. The com- 
mittee has attempted to meet a gap they felt existed. There have 

reviously existed sectarian organizations, for instance, those of the 
Catholics the Protestants, and the Jews. There have been other or- 
ganizations interested in one or another ethnic group, let us say the 
Italians. 

There has been no private organization in this country interested 
in the entire field of refugees; and the U.S. Committee, while not at- 
tempting to get into the work of the other agencies, in a sense is try- 
ing to be an organization to pull together the effort of all of these 
organizations. 

Mr. Burteson. Well, if there is a surge of sentiment in this coun- 
try which I gather from your statement—does it stem from these or- 
ganizations? When you say—I think you made some reference to the 
sentiment of the country, or the great demand that some program like 
this be carried on, it stems from these organizations to which you re- 
ferred, I assume? 

Mr. Hanes. It is certainly focused through them. By and large, 
of course, these organizations have received a very warm and cordial 
public response, as I believe was best illustrated during the time of 
the Hungarian emergency when almost the entire people of the coun- 
try became deeply interested and concerned with this problem. But 
these organizations certainly are the organizations which focus that 
sentiment. 

Mr. Burteson. That is all, Mr. Chairman. 

Chairman Morean. Dr. Judd? 

Mr. Jupp. Thank you, Mr. Chairman. It is good to have all of 
re here to go over these programs which mean much less in money 
nut which have tremendous appeal abroad as well as to our own peo- 
ple in general and which give, I think, meaning to, and put heart and 
soul into some of our other programs like our military programs 
which are necessary but perhaps seem kind of harsh. 

I want to ask first, Mr. Secretary, what is the basis of our present 
50 percent contribution to UNICEF? Has there been a change in 
the formula? It was proposed at one time, as you know, to include 
the local contributions by countries in their own commodities, or even 
services. 

Mr. Wixcox. No, there has not been a change in that respect. We 
have suggested—I should have mentioned that in connection with my 
comments about the technical assistance program—we have suggested 
that certain so-called local contributions should be taken into account. 

This committee you will recall last year made such a recommenda- 
tion for the technical assistance program. These contributions now 
run to about $3 million a year. 

The Senate Foreign Relations Committee had some reluctance to 
agree to this last year and the proposal fell accordingly. We. are 
however, suggesting in our statement this year that we support the 
idea because the $3 million which are paid by governments who are 








832 MUTUAL SECURITY ACT, 1959 


seipeente of United Nations technical assistance into the central 
fund of the United Nations and is handled like the voluntary contri- 
butions are handled. It would seem to us very reasonable to count 
that $3 million in, in connection with the calculation of our own con- 
tribution. But to go back to answer your original question, that is 
not the reason there has been this reduction in our proposed contribu- 
tion to the Children’s Fund. That reduction is merely in line with our 
general policy to reduce our contributions gradually percentagewise 
over the years, at least insofar as other countries can take up the slack. 

Now, the reduction from 50 percent to 48 percent is in a way a kind 
of experiment and we are hopeful that it will result in increased contri- 
butions from other countries so there will be no reduction in the pro- 
gram. 

Mr. Jupp. I wanted the record to show that our share is still based 
on a ratio of currencies provided and does not include in the contri- 
butions of the recipient country local services and voluntary help as 
has been proposed at one time and another. 

Mr. Wircox. That is correct, Dr. Judd. 

Mr. Jupp, Mr. Hanes, I was surprised at one sentence in your state- 
ment on page 3, “Recent escapees who continue to arrive in the west 
at the rate of about 800 per month.” We have had testimony that even 
in Berlin itself as many as 1,200 to 2,000 are coming over each week. 

Don’t you call those escapees? Or are they just migrants from one 
side to the other? What are they? 

Mr. Hanes. No, sir. You are quite correct. The arrivals in West 
Germany, mostly in Berlin, from East Germany, are about 2,000 a 
week. But we do not include these people in any of these refugee 

ro s for the reason that they are ethnic Germans who are cared 
ie vy the German Government. 

It is true, I believe, although this is not in my area, that through 
our Berlin funds we may still give some continuing assistance to help 
them. Butas far as our refugee programs go, ethnics of a country do 
not fall under our definition. And when I speak of numbers and 
programs I have not included ethnics. 

Mr. Jupp. Are they substantially or totally taken care of by their 
ethnic brethren, the Germans, or are our funds contributed to their 


help? 

Mr. Hanes. They are taken care of substantially and taken care 
of quite well by the Germans. 

The Germans still have approximately 12 million in West Germany 
who escaped from East a 

Mr. Jupp. How did they get from West Berlin into West Germany ? 

Mr. Hanes. Mostly by air. 

Mr. Jupp. The Germans fly the corridor? 

Mr. Hangs. I am not sure of the current situation. Fora long time 
that was an area where the United States did assist. 

I am informed that this is done now commercially. I know when 
I lived in Berlin six or seven — ago, we certainly did. 

Mr. Jupp. We don’t contribute to the financing of that. The Ger- 
mans are able to take care of it. 

Mr. Hanes. Yes, sir. 

Mr. Jupp. That is a better situation than I realized was the case. 
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I want to underline your sentence at the bottom of page 4: 


Continued aid to those who seek freedom maintains the consistency of our 
opposition to the Communist tyranny, and gives notice to both the slave world 
and the free that this cause will not be abandoned. 

I don’t know of anything more important than keeping the as- 
surance going back to the people behind the curtain that no matter 
what tricks may be played ty their oppressors, they will not be aban- 
doned by us to permanent enslavement. 

Mr. Vance, I would like to ask a question about the present use 
of these various reactors. 

No. 1: Are any of them used for the production of power? 

Mr. Vance. No, sir. None have been so built so far. 

Mr. Jupp. They are used almost entirely for teaching? 

Mr. Vance. Or research. They are not power-producing reactors. 

Mr. Jupp. Because it has to be spelled out each year, I should like 
to have you make either now or have inserted in the record, a state- 
ment as to the terms under which these reactors are furnished by the 
United States. There are poopie who are afraid that we are giving 
away atomic energy that can be used one day to produce weapons 
against us. 

Dr. von Neuman discussed that in great detail before us, one time, 
and I think it ought to be in the record against this year, in case the 
questions come up whether we are sending abroad atomic secrets that 
might be needed for our defense all over the world. 

ould you care to present it now ? 

Mr. Vance. I will be glad to discuss it or submit it, as you prefer. 

Mr. Jupp. I would rather have you discuss it now, if you would. 

Mr. Vance. The types of reactors upon which assistance is given, 
which we are discussing here today, do not produce fissionable mate- 
rial that can be used in making weapons. Ponssqebitl there is no 
direct improvement in the weapons capability of another nation by 
reason of having a research reactor, except to this extent—and you 
will recall I said “direct.” 

True, people are being trained in the nuclear science, and to that 
extent, let us say, we are putting them in a better position to engage 
in weapons manufacture if mae, Ae srs to later on. But it is only the 
scientific capabilities that are being improved, and only indirectly, 
and in that way, is there any connection between this program and 
weapons manufacture. 

r. Jupp. There is a provision, as I recall, in all these agreements 
whereby the reactors can be called back if agreements are not carried 
out in good faith, cr something of that sort, isn’t there? 

Mr. Vance. All of our bilateral] agreements, sir, provide that the 
recipient nation promises that no material will be divarted to military 
uses, and gives us an option to buy any fissionable material produced 
in a power reactor. 

Mr. Jupp. Has there been an occasion when it was necessary, be- 
cause of failure of a country to live up to the agreement, to act under 
this provision ? 

Mr. Vance. No, sir. 

Mr. Jupp. May I inquire whether there has been any real progress, 
any real breakthrough or evidence or hope of a breakthrough in the 
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near future that will make possible a more economical use of atomic 
energy for production of power, on a competitive basis? 

Mr. Vance. Yes, sir. f think a great deal of progress has been 
made, and I might say I think we are much closer to economical 
power than is generally realized. I believe we are now in a position 
to design and construct a reactor which will produce competitive 

wer in some of the parts of this country where conventional power 
is high cost, by reason of remoteness from the source of supply of 
fossil fuels, parts of New England, for example. 

Mr. Jupp. My State has the second highest kilowatt rate in the 
United States. We don’t have any natural fuels in Minnesota. 

Chairman Morean. They are still reducing the price of coal. 
“ily Vance. We are now building a reactor in Minnesota, as you 

ow. 

Mr. Jupp. I helped to get it. I know. The reactor you are estab- 
lishing up there is one of the sort you believe can produce power 
close to a competitive level ? 

Mr. Vance. I wouldn’t say that particular one I am talking about 
is that, and it is for a very simple reason: The reactor is a fairly 
small one, as you know, and small powerplants, whether they be 
conventional powerplants or atomic powerplants, are not as eco- 
nomical as large ones. 

Now, the reactor that I had in mind when I said that we now knew 
how to design a reactor that could be competitive in high-cost areas, 
is a reactor of, I would say, 300,000-kilowatt capacity. My recollec- 
tion is that Elk River is somewhere between 30 and 40. 

Mr. Jupp. It is about 22,000, I think. 

Mr. Vance. I knew it was fairly small. 

Mr. Jupp. Of course, if atomic energy could become feasible for 
producing power in some of these countries around the world, to 
which we are contributing millions of dollars to build dams and 
dynamos and everything else of the sort, it would really change this 
picture from the standpoint of rapid improvement of their living 
standards, and especially industrialization, more than any other 
single thing. The bottleneck in lots of those countries is power. 

Mr. Vance. I think it is evident that power to take the place of 
ayer labor is probably the biggest factor in improving the standard 
of living. 

Mr. Jupp. That is right. The only way you get progress is by 
increased production, and there are only two ways of increasing 
production: One is slavery, the way the Chinese are doing it, and 
the other is machines, which depend on power. 

My time is up, I am sure, although I have one more question for 
Mr. Crockett later. 

Chairman Moraean. Mr. O’Hara. 

Mr. O’Hara. Mr. Vance, your contribution has been the most heart- 
ening thing I have heard since we have been having these hearings. 

I am interested in your scholarships. Where will the 100 students 
come from; what countries? 

Mr. Vance. I will ask Mr. Sullivan to discuss the student program. 
We do not administer that part of the program. 

Mr. O’Hara. Very briefly. From European countries, mostly ? 
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STATEMENT OF CHARLES A. SULLIVAN, DEPUTY SPECIAL ASSIST- 
ANT TO THE SECRETARY OF STATE FOR DISARMAMENT AND 
ATOMIC ENERGY 


Mr. Sutuivan. The program of scholarships under the Agency is 
handled this way: 

The countries that are members of the International Atomic Energy 
Commission submit applications to the Agency. The Agency trans- 
mits the application here, where they are processed by the ICA and the 
National Academy of Sciences, and the applicant is selected on the 
basis of qualification. The International Atomic Energy Agency is 
notified when a student has been accepted for admittance to an institu- 
tion here in the United States. 

If an Atomic Energy Commission Institution is involved, such as 
Oak Ridge, the Atomic Energy Commission approves the applicant 
before he is selected. 

Mr. O’Hara. Will they come from various geographical regions? 

Mr. Suuuivan. Yes, sir. There are 70 countries presently in the In- 
ternational Atomic Energy Agency, and students can come from any 
one of them. 

Mr. O’Hara. I think that isa very splendid program. 

Mr. Crockett, my questions will not necessarily reflect my own 
thinking. I do want information. 

As I understand it, a larger authority is being vested in the Under 
Secretary of State for Economic Affairs. He is taking over a juris- 
diction that was formerly exercised in some areas by the ICA. 

A request is being made for an increased appropriation of $280,000. 

Now, on the floor of the House, whenever you are asking about an 
increase in any program, many people are going to ask us why. And 
that is the reason I am asking the question, for information, now. 

This says that there will be staff increases, primarily in the Office 
of the Under Secretary, to strengthen program policy review in 
Washington. 

Now, why is that necessary ? 

Mr. Crocxerr. Mr. Congressman, you are right in the statement 
that additional responsibilities have been transferred to the person 
and to the Office of the Under-Secretary for carrying out more of the 
program coordination, program planning, policy review, not only of 
the ICA but also all these other additional programs that are coming 
into being through the mutual security program. 

It is a problem of coordinating, making sure that all the programs 
are in harmony; that all the objectives are pointing in the same direc- 
tion; that we are not having these programs at cross-purposes; that 
they are all pointed toward obtaining the same objectives. So that 
this does become a complex job. And the jobs that we are requesting 
are directly in the line of the Under Secretary’s duties in this coordi- 
nation aut: policy review responsibility, for the most part, which we 
think will make the whole program more effective in meeting the 
challenge that it faces around the world. 

Mr. O’Hara. Mr. Crockett, I think it would be helpful to us if a 
more detailed statement on that could be given for the record. 

I have in mind when the bill reaches the House some Member say- 
ing, “What are you doing, trying to make more jobs in Washington ? 
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This is the foreign field, and you are adding to the bureaucrats in 
Washington.” 

Mr. Jupp. Will the gentleman yield ? 

Mr. O’Hara. Yes. 

Mr. Jupp. With it I wish they would show, if they can, that where 
they are increasing positions in the Under Secretary’s office, there is a 
corresponding decrease in the ICA, from which these functions are 
being transferred. That would be very helpful. 

Mr. O’Hara. And just what the new personnel here in Washington 
may be required to do. 

Mr. Bett. I will be very glad to supply that. This is mostly for 
my office. 

(The information is as follows :) 


STATEMENT OF INCREASES AND DECREASES REQUESTED UNDER SecTion 411(c) 
The net increase of $241,000 requested for fiscal year 1960 over fiscal year 1959 


is reflected on page 101 of the presentation book on nonregiona! programs, as 
follows : 





Fiscal year Fiscal year Increase or 
1959 1960 decrease 





coordination, policy review, information and 
International Develop™ent Advisory Board (IDAB)_.-.| $3, 443, 100 $3, 717,100 +-$274, 000 

2. U.S, representation NATO and European regional organi- 
zations, and participation in OEEC_.-__....--.---._----- 2, 291, 900 2, 291, 900 














8. Refugee and migration program........-.-.---------------- 1, 374, 000 1,341,000 | —33, 000 
4. Mutual Defense Assistance Control Act.................-.- 1, 045, 000 eS? earn ae 
eg A oD See OE” OEE SUSI IR oT 8, 154, 000 8, 395, 000 +241, 000 


Sun 





1. Program coordination, policy review, information, and IDAB 


The net increase of $274,000 requested is comprised of increases totaling 
$280,900 ($225,900 for program policy review and $55,000 for IDAB), offset by 
a decrease of $6,900 in requirements for public information activities. 

The net increase of $274,000 includes $241,445 for departmental and $32,555 for 
the Foreign Service and is required for the following items: 

Permanent positions.—An increase of $179,885 to (1) provide nine additional 
positions for the Office of the Under Secretary of State for Economic Affairs 
(annual rate of $95,167 lapsed 10 percent or $85,650), and (2) place all positions 
on a full-year basis during fiscal year 1960 ($94,235). 

The following seven positions are required by the Special Assistant for Mutual 
Security Affairs: (a) two Deputy Directors for the Economic and Military Co- 
ordination Sections to devote full time to overall programing considerations or 
special problems affecting ICA and Defense programs; (0) one reports editor 
for the Special Projects Section to handle congressional presentations, reports, 
and descriptive material on programs; (c) two program officers and two secre- 
taries for the Economic and Military Coordination Sections to handle geographic 
areas now being handled by other officers on a temporary basis. These seven 
positions are requested to round out a minimum staff necessary to provide the 
kind of policy coordination required for the mutual security programs. 

Two additional positions (research economist and secretary) are required for 
the IDAB Secretariat to furnish proper staff work to the members of IDAB. 
As it is now being reconstituted, the IDAB has a considerably more complex 
scope of authority and action and will now work with the Under Secretary of 
State for Economic Affairs, the Director of ICA, and the Manager of the De- 
velopment Loan Fund in the coordination of IDAB activities. 

Miscellaneous salary costs.—An increase of $30,964 made up of the following 
requirements: (@) Extra day ($9,807) ; (b) allowances and hardship post differ- 
entials ($10,583) ; (c) w.a.e. (138 members of IDAB) ($15,500) ; and (d) over- 
time and holiday pay, a decrease of $4,926. 

Travel.—An increase of $55,000 is requested to cover necessary travel costs of : 
(1) the Under Secretary for Economic Affairs, and the Special Assistant for 
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Mutual Security Affairs and their staffs to acquire firsthand information on 
conditions, problems, and current developments in various parts of the world 
which relate to the mutual security program ($40,000) ; and (2) the 13 IDAB 
members in attending additional meetings, and for members of subcommittees 
(4 subcommittees consisting of 10 members each) ($15,000). 

Other expenses.—An increase of $8,151 for all other objects of expenses is re- 
quested for fiscal year 1960. 


2. U.S. representation—NATO and European regional organizations and partici- 
pation in OZEC 
No change. 


3. Refugee and migration program operations 

A decrease of $33,000 in salaries. and related expenses made possible by the 
reduction of 3 domestic positions and 1 American and 16 local positions overseas. 
4. Mutual Defense Assistance Control Act 

No change. 


Mr. Jupp. They are being transferred out of your office? 

Mr. Bet. No, I work for Mr. Dillon, and most of this increase is 
requested for the office for which I have charge. 

Mr. Jupp. Do you know if there is a corresponding decrease some- 
where else in personnel ? 

Mr. Bex. I would say there is not a corresponding decrease, that 
this is an increase in absolute terms that we are asking for, and we 
are asking for it because we do not believe we have adequate staff to 
provide the kind of policy coordination that this committee and the 
Congress wants and we believe should have. 

r. Jupp. F hoped you could make a good case for it. I almost 
wish I hadn’t asked the question. Then I could have imagined there 
was a decrease. 

Mr. O’Hara. It would be helpful if you could show in your memo- 
randum how this extra spending of money would not only increase 
efficiency but would eliminate or minimize the possibility of some of 
the mismanagement of the past and thus save the American taxpay- 
ers money. 

Mr. Betu. That is certainly our hope. 

Mrs. CuurcH. Will the gentleman yield? 

Mr. O’Hara. Yes. 

Mrs. Cuurcn. I wonder if you would be good enough to include 
some further interpretation of the proviso clause, the one. providing 
that commission funds may be available for carrying out. the objec- 
tive of mutual assistance and such, as the President may direet. 

j ey that mean transferability and interchangeability, and so 
orth ¢ 

Mr. Crockett. This is substantively what is in the act. 

Mrs. Cuurcu. I wondered why it is necessary to retain that proviso. 
' Mr. Betz. There is no intention to alter the fundamental language 
whatsoever. The basic reason for this was a request of the Bureau of 
the Budget, which wanted to reduce the number of aceounts. There is 
no intention to make any substantive change whatsoever. 

Mr. Crockxerr. And the same language virtually that is in the act 
already. 

Mr. Hinz, It repeats the language. 

Mr. Jupp. You ought to make it more clear to an ordinary layman 
like me than your statement does, because it looks. as if we are just 
removing some limitations and giving them carte blanche. 
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Mrs. Cuurcu. Would the gentleman yield further? 

Mr. O’Hara. Yes. 

Mrs. Cuurcu. There has been perhaps a completely unjustifiable 
fear on the part of some people that this will affect the administration 
of the Battle Act. 

Mr. Betz. There will be no changes whatsoever. 

Chairman Morean. If there are any changes in the Battle Act, it 
will be done over in the other body. 

Mr. Crockett. This changes the way the people are paid. 

Mrs. CuurcH. Sometimes transfer of administrative power means 
a change of attitude. 

Mr. Crockett. It is the same people who have done it in the past 
who will continue to do it in the future. 

Mr. Bett. It is merely an account change. 

Mr. O’Hara. Mr. Chairman I would like to make an observation. 
I was particularly impressed by the brevity and the inclusiveness of 
Commissioner Vance’s statement. I thought he put in there, in 
language we could all understand, the information we want, and with 
safiicient brevity. It was an exceptionally good job, Commissioner. 

Mr. Vance. Thank you, sir. 

Chairman Morean. Mr. Fulton. 

Mr. Futron. I would like to know why we shouldn’t insist in the 
United Nations that Russia, when she claims to be so equal to us in 
world power, does not likewise contribute equally with the United 
States to the United Nations on all levels. 

Mr. Wiicox. When the scale of contributions in the United Nations 
was first set up, one of the principal criteria was capacity to pay, in 
terms of our national income and the national incomes of other 
countries. 

Now, I think it was quite clear at the end of the war that the Soviet 
Union was not in a very good position to pay large amounts to the 
United Nations. They had been pretty seriously damaged by the 
war. 

There was some argument that we should pay about 49 percent of 
the United Nations’ regular budget. 

Mr. Furron. But shouldn’t there also be a factor of the size of 
military armaments, probably, or armies? Suppose we took the 
ability to support an army and ability to cause other countries to spend 
tremendous iillions for defense? Mavbe the time has changed. 

Mr. Wiicox. You could argue that. The capacity to pay formula 
still serves as a kind of basis for ng: aye in the United Nations, and 
on that basis we would normally be expected to pay, oh, about 45 
percent of the regular budget instead of about 3214 percent. 

The Soviet Union, I think, is paying now about 17 percent, but, 
off the record, may I say this, Mr. Fulton? 

(Discussion off the record.) 

Mr. Fourton. I am not talking of the special UN funds. I am talk- 
ing as a matter of gamesmanship, that if they are so big and powerful, 
then why don’t they contribute for the general support of the United 
Nations more money. In other words, be the kind of a guy you 
really think you are, and pay your equal share. If you are as big 
as your boots, then fill them. 

r. Wicox. We raise this point from time to time in various com- 
mittees of the United Nations, but if I may say off the record— 
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(Discussion off the record.) 

Mr. Fuuron. The question has come up as to where these refugees 
are that have come into this country. I believe there should be sup- 

lied some sort of a résumé on that use it will be a pointed attack 
or people who are against the refugee program. 

Likewise, we should not fall into the error that it is only pressure 
groups who are for refugees in this country. We should show who 
and what kind of — are taking refugees. 

For example, my family and I have assisted various refugees on 
our own. One nat rae from Yugoslavia, Daniel Kokal, is now a 

raduate in science at the University of Pittsburgh, has his master’s 
ene in bacteriology and zoology. He is now a working fellow in 
bacteriology and virus research and teaches in the laboratories at the 
University of Pittsburgh and he is working hard on his doctor’s 
degree. 

e has married one of the top administrative secretaries of the 
university and has named his first born son after me, so I am very 
proud of him. My secretary, Martha Cameron, is the young man’s 
godmother. We thought Dan Kokal was a fine guy and so did John 
Weber, secretary of the University of Pittsburgh then, and he has 
turned out every bit as well as we expected. 

They don’t all turn out well. I have, on the other hand, recom- 
mended that (1) he jointhe Army or return. I understand he is doing 
well as a U.S. Army private at the present time. 

I am interested in ‘areal and the good job it is doing on the refugee 
programs. On a subcommittee of the Foreign Affairs Committee 
where I served, I believe we went to more displaced persons camps 
than almost anybody in existence. There were Congressman, now 
Senator, Javits, Dr. and Congressman Pfeiffer of this committee, as 
well as a member from the J eainiaty Committee, Congressman Frank 
Chelf of Kentucky. We had a military plane and we went everywhere 
and saw the needs of the refugees. 

When you state, Mr. Hanes, that it is vital that we continue to show 
the world our interest, I feel that we should not reduce the programs 
for escapees and refugees. 

I would like to have put in the record a statement of what Israel 
has done and is doing currently for refugee programs. 

I would also like to hear about what is going on in the Arab refugee 
programs and in the camps and where the United States is helping, 


Especially I would like to have some word on what we are doin 
on the education programs in schools in refugee camps that Mrs. Bol- 
ton and I have both been interested in and also the results of the edu- 
cation on these young people being resettled in jobs almost imme- 
diately. I understand these trained refugee personnel are immedi- 
ately asked for and leave the camps. 

I understand from the testimony that in the pipeline for the cur- 
rent year Egypt is going to be given $5 million in U.S. special assist- 
ance or economic aid. I cannot understand why, when Israel is taking 
care of these rps og and raising money in this country that we can’t 
provide at least the same amount either $5 or $7.5 million for her for 
resettlement of refugees, or simply special assistance. 
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I am one of those people who has consulted, and have met recently 
with some of these committees for refugees, about our U.S. participa- 
tion in the 1960 world refugee year. I favor it and have prepared a 
resolution stating it is the sense of Congress that the United States 
should participate fully in order to settle this problem which gets 
more expensive as it drags on. 

At this particular time it would seem a wrong policy to me to cut 
off sd friendly country such as Israel from either special assistance 
or defense support completely. And that has been proposed in this 
1960 fiscal year program. 

We shouldn’t look ahead to 1963 and say, “That is the time Israel 
will have real problems, when the German reparations finish.” 

We should encourage the Israeli people to continue because I might 
say to you we in the United States will have the problem of then re- 
settling them as refugees from behind the Iron Gartain some place. — 
And the U.S. taxpayers will have that expense. 

My recommendation has been that the United States adopt as an 
ICA practice, the method of the United Nations Children’s Emer- 
gency Fund where there are contributions by various countries. 
Therefore, we should say to Israel and some of the Arab countries, 
“Tet us put a proportion in, either $1 or the equivalent of a dollar in 
value, and you put in either a dollar’s worth or $2 worth and we 
will help you on your programs.” 

It would be a bilateral arrangement that has the contribution type 
approach that is in the United Nations Children’s Emergency Fund. 
I think we might get some place. 

I hope you will consider those ideas and may I say too in closing 
that with all the trouble there is in the Middle East, and the aid going 
to every country around Israel, even to Iraq, it is going to be mighty 
hard for me publicly to support this program without some adjust- 
ment and a balance between Egypt and Israel. 

Chairman Morean. The gentleman’s time has expired. 

Mr. Fuiron. Some of us will have a very difficult time justifying it 
on the floor otherwise. 

(The information requested is as follows :) 


ISRAEL’S CONTRIBUTION TO AND PARTICIPATION IN REFUGEE PROGRAMS 


The Israel Government has made no contribution to the United Nations Relief 
and Works Agency for Palestine nor has it contributed to the United Nations 
High Commissioner for Refugees (UNHCR) although it is a member of the 
Executive Committee of that organization. Israel is also a member of the 
Intergovernmental Committee for European Migration (ICEM), and in addi- 
tion to paying its share of the administration costs of that organization, Israel 
pays $45 for each person moved by ICEM to Israel. 

Israel has played a key role in providing asylum for Jewish refugees, although 
it is extremely difficult to calculate the percentage of Israel’s large expenditure 
for its immigration program that may be credited as assistance to refugees. 
Since its establishment as a state, Israel has traditionally maintained open 
doors for the immigration of Jews whether refugees or normal migrants from 
countries all over the world. It has received a total of more than 900,000 immi- 
grants in the past decade. 

Exclusive of normal immigration, during the period 1947-51 under the pro- 
gram of the International Refugee Organization, Israel accepted 132,000 Jewish 
refugees and displaced persons from the displaced persons camp in Europe. 
Total immigration into Israel during this period was nearly 687,000. Sub- 
sequent to IRO, from January 1952 until December 1955, immigration into 
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Israel approximated 90,000 persons, of whom nearly 8,000 were from Rumania 
and other Soviet bloc countries; 60,000 were from North Africa, primarily 
Morocco and Tunisia; and 15,000 were from the Near East, particularly Iraq 
and Iran. Immigration since 1956 rose from 56,000 in that year to a peak of 
71,000 in 1957 and declined to 26,000 in 1958. Of those immigrating to Israel 
since the termination of IRO in 1951, some 40,000 were moved by the Inter- 
governmental Committee for European Migration. In the majority of these 
Israel-sponsored immigration movements, the individuals concerned were un- 
doubtedly motivated by a desire to find haven and a home in Israel although 
in most cases no determination was ever made by the United Nations High 
Commissioner for Refugees or other international agency as to whether they 
were or were not refugees. 

During the past few months, approximately 3,000 Jews per month from 
Eastern Europe have immigrated into Israel. This figure, it should be added, 
is substantially less than the numbers anticipated for this period. It had been 
predicted that Israel would receive more than 100,000 Jews primarily from 
Rumania during calendar year 1959. Whether the present flow will increase 
is, of course, dependent largely upon the policies of the Eastern European 
countries concerned. 

Although there is no way of accurately calculating the total costs to Israel 
of this immigration program, it has been estimated that the immigration and 
integration into the economy of Israel costs over $15,000 per family over a 
5-year period. 





THe ARAB REFUGEE PROGRAM 


The budget for the Arab refugee program maintained by the United Nations 
Relief Works Agency for calendar year 1959 is estimated at $33,360,000. To- 
ward this amount the United States has pledged from fiscal year 1959 funds 
$23 million, of which $18 million will be used for the relief programs and $5 
million for the rehabilitation programs. This latter program includes general 
education, vocational education, and placement service. The U.S. pledge is 
subject to the condition that the U.S. contribution will be no more than 70 
percent of all contributions made to the Agency during our fiscal year. 

With regard to the education program, only the United States and the United 
Kingdom have regularly earmarked funds for the rehabilitation program. Of 
the Agency’s 1959 budget $5,300,000 is budgeted for general education. Of 
this sum $850,000 is allocated for vocational training. It is estimated that the 
following constitutes the distribution of Arab refugee students. At the pres- 
ent time 110,000 in elementary schools; 18,000 in secondary schools ; 500 in voca- 
tional training schools. Of these students all of those who receive vocational 
training may expect to go off the relief roll upon completion of training. There 
is no readily available estimate of the number of secondary school students 
who are removed from relief rolls on completion of their training. 

Chairman Morean. Mr. Meyer. | 

Mr. Meyer. Thank you, Mr. Chairman. I compliment you gentle- 
men on the work you are doing. I only wish you had the funds 
to do a little bit more and I hope that you will Ee them. I also hope 
that some way you will find a way to let the American people know 
more fully what you are doing and how important it is. 

I did want to ask Mr. Vance if he could tell me a little bit more 
about what you are doing toward demonstrating to people in foreign 
countries what the hazards are from nuclear fallout and all that type 
of thing in connection with your program. : ’ 

Mr. Vance. I didn’t know we were going to get into this fallout 
matter, but I will be very glad to discuss it if you wish. 

Chairman Morean. Mr. Meyer, do you mean do we have any edu- 
cational program in foreign countries? _ } 

Mr. Meyer. That is right. They mention the item of health. He 
mentioned it in his report and that is why I wondered if you were 
doing anything from that angle at all. 
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Mr. Vance. The Commission does not engage in propaganda of 
any sort—statements by correspondents notwithstanding. e regret 
very much that there is so much apprehension in various parts of 
the world about the danger of fallout. It is our present belief that 
those dangers are greatly exaggerated in the public mind. But that 
doesn’t alter the fact that they are there, and I don’t believe any 
educational campaign, sir, will remove them. 

I think the only thing that will set the minds of the world at rest 
on the question of fallout is to stop the kind of weapons tests which 
produce fallout, which is the proposal now before the Russians in 
Geneva. I think that is the only complete answer to the question. 

Mr. Meyer. Thank you. 

I did want to ask one other question. In our work with refugees, 
just how much are we doing for the Arab refugees from Palestine! 
Are we doing much on that? ; 

Mr. Hanes. We are actually doing a very great amount. I had 
not discussed the Palestine refugee problem because actually that pro- 
gram, being a regional program, is covered elsewhere in this presen- 
tation by another area, but the fact is yes, we do a very large amount 
and our contributions to the solution of that problem have, over the 
years, and continue to amount to between $20 million and $25 million 
a year, which amounts to approximately 70 percent of the total effort 
made in that area. 

In a very real sense we have considered that contribution, as Mr. 
Wilcox mentioned in another area of the United Nations Emergency 
Force, as a guarantee of peace in the area, and stability in the area, 
as well as, of course, an expression of the basic humanitarian interest 
we have in the very desperate plight of those particular people, which 
is well known to many members of the committee. 

Mr. Meyer. You feel that more may be done to solve that problem 
through the United Nations? 

Mr. Witcox. We are hopeful, Mr. Meyer, that as the time for the 
mandate of the Palestine Refugee Administration comes to an end, 
perhaps 1960, that some new direction perhaps might be discovered 
which could lead us to an eventual solution to the problem. I admit 
that is perhaps wishful thinking. Perhaps it is undue optimism, but 
the Assembly, last fall, was not able to approve a resolution which 
would bring to an end the Palestine refugee program and the Secre- 
tary General is studying the problem and will come up with recom- 
mendations prior to the next General Assembly in the fall. 

Now, what his recommendations will be, I don’t know. He is giv- 
ing the matter careful study now. It is our hope that gradually, as 
the attitude in the camps begins to change—the attitude of the younger 
people seems to be changing somewhat—it is our hope that we can 
make a little faster progress toward resettlement and it is also our 
hope that—off the record, if I may, Mr. Chairman—— 

ieeidiita off the record.) 

Mr. Wiicox. I am hopeful that next year will lead us to some devel- 
opments which will possibly bring about real progress. 

I don’t think we are going to solve it. I expect we will have it after 
1960 and the United Nations will have to continue to assume responsi- 
bility and my expectation would be that our Government would have 
to continue to assume responsibility. 

Mr. Meyer. No further questions. 

Chairman Morean. Mrs. Church. 


\ 
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Mrs. Cuurcn. I think you realize that the fact that all of us refer 
to UNICEF indicates an interest in that particular organization. 

I would like to ask you whether the proposal to cut U.S. partici- 
pation from 50 percent to 48 percent is being followed with regard 
to any of the other agencies to which we contribute in the United 
Nations? 

Mr. Wicox. Mrs. Church, it is, in that we have been attempting to 
reduce our contributions to these various programs from year to year. 

For example, in connection with the technical assistance pro; . 
we have brought that down from a 50-percent contribution, gradually 
down to 45 and then to 40 percent. 

Mrs. Cuurcu. Pardon me. My specific question was whether in 
the budget for this year there was such an expression of intent to cut? 

Mr. Wiricox. No; I don’t recall—the only other one that would be 
involved would be the technical assistance program. The Palestine 
refugee program is quite a separate case and we cannot get from 
other countries the contributions that would enable us to reduce that 
program. 

Mrs. Cuurcn. How about FAO? 

Mr. Witcox. The conferences of these organizations are gradually 
reducing our contribution to the budgets of the organizations to kee 
those contributions in line with the gradual reduction in the Uni 
Nations budget—the regular United Nations budget. I can’t give 
you the exact figures. I think our FAO contribution would run about 
32.5 percent this year. 

Mrs. Cuurcu. Would that be a reduction in the proportion of our 
share of the total expenses? 

Mr. Wixcox. It is the same for 1958 and 1959 but there was reduc- 
tion from 1957—no, I am sorry. There has been an adjustment in 
that. It is now the same as the regular U.N. budget. This is more or 
less the governing factor in these specialized agencies. They are re- 
ducing to about the same level as the U.N. budget. 

Mrs. Cuurcn. I personally am rather wistful about the proposed 
cut for UNICEF and I hope that you would not oppose too vigorously 
an effort to keep the proportion for this next year at 50 percent. 

Mr. Wixcox. Mrs. Church, personally I would not. I think it is 
an excellent program and it does us a great deal of good. If the 
Congress, in its wisdom, feels we ought to leave it at 50 percent, I 
would be the first one to approve. 

Mrs. Cuurcu. Thank you. 

I wanted to ask the Commissioner something about the Atoms-for- 
Peace program. 

Incidentally, you had an excellent exhibition when Mr. Zablocki, 
Dr. Judd, Mr. Adair, and I were in Baghdad. I think that it was 
both welcome and influential. I was impressed most of all by the 
reaction of the people there. 

I only hope that this peaceful demonstration is remembered in that 


city. 

tes in referring to page 2, that 17 commitments have been made 
for a reactor grant, that there are three countries more where the re- 
quest will have been given consideration before July 1; and that you 
anticipate seven more applications in fiscal year 1960. In any part 
of the material submitted to us, is there a listing of the countries which 
have received or have applied for such reactor grants ? 
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Mr. Vance. I don’t know whether there has been, but we will 
readily furnish it. 

Mrs. Cuurcu. I would like to have it. 

(The information requested is as follows :) 

Formal letters of commitment for $350,000 research reactor grants have been 


presented to the following 17 countries, of which 4 have completed their reactors. 
and received payment: 
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Austria Japan 

Belgium Korea 

Brazil (paid, Jan. 25, 1958) Netherlands 

China Norway 

Denmark Portugal 

Germany (paid, July 30, 1958) Spain (paid, Nov. 27, 1958) 
Greece Sweden 

Israel Venezuela 


Italy (paid, Apr. 13, 1959) 


(In addition to the above, a classified memorandum was also sub- 
mitted for the committee’s records. ) 

Mrs. Cuurcn. On page 4 you refer to research and training equip- 
ment as being made available to 30 countries. 

Would there be anything inappropriate in asking for a list of those 
countries ¢ 

Mr. Vance. That can be done also. 

Mrs. Cuurcu. If you wish to make that in classified form, it would 
be acceptable. 

Mr. Vance. There is no reason for classifying it except that we 
would not want any country to think that inclusion in our budget was 
tantamount to approval. The only reason I hesitate is if we give it 
to you in detail it is going to be very voluminous. 

Mrs. Cuurcu. And particularly with regard to various countries 
that are being proved acceptable. 

Mr. Vance. We will furnish that for the committee’s information. 

(A classified memorandum was submitted for the committee’s 
— 

Mrs. Cuurcu. Do I understand it is not possible under the law for 
any of these reactors to go to any of the satellite countries? Or are 
we giving them to satellite countries? 

r. Vance. No, it is not possible because reactor assistance cannot 
be given to any country except under the terms of a bilateral arrange- 
ment, and we do not have bilateral arrangements with countries inside 
the Iron Curtain. 

Mrs. Cuurcu. How about Yugoslavia ? 

Mr. Vance. No, we do not have one at the present time. 

Bons Beit. On page 93 of the book, the 17 countries are already 
isted. 

Mrs, Cuurcu. But are the 30 countries listed ? 

Mr. Betx. No, they are not. They can be. 

Mrs. Cuurcu. If we can have a complete list I shall appreciate 
it very much. 

I wonder if I might say to Mr. Crockett, I agree with Dr. Judd 
that this detailed statement is not clear enough. It says so much, 
without actually reaching the crux of the matter as to why you want 
to do so and so; if we are to attempt to defend the proposal in any 
way, it must be so simplified as to make it possible for everybody on 
the House floor to understand. 
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Mr. Crockxert. We will be glad to supply for the record a state- 
ment of just what the new language is intended to accomplish. 
(The information is as follows:) 


Proposep LANGUAGE REGARDING CONTROL ACT EXPENSES 


The bill proposes that section 410 which authorizes appropriations for the 
Mutual Defense Assistance Control Act of 1951 (Battle Act) be repealed and 
that such appropriations hereafter be authorized by section 411(c). Section 
410 which is proposed to be repealed reads as follows: 

“Sec. 410. Control Act Expenses.—There is hereby authorized to be appro- 
priated to the President for the fiscal year 1959 not to exceed $1,000,000 for 
carrying out the objectives of the Mutual Defense Assistance Control Act of 
1951 (22 U.S.C. 1611). In addition, in accordance with section 303 of that 
Act, funds made available for carrying out chapter I of this Act shall be 
available for carrying out the purpose of this section in such amounts as the 
President may direct.” 

This language enabled the President to use military assistance funds provided 
in chapter I, if necessary, to carry out the objectives of the Control Act. 

The new language proposed in section 411(c) reads as follows: 

“ * * * and for expenses of carrying out the objectives of the Mutual De 
fense Assistance Control Act of 1951 (22 U.S.C. 1611): Provided, That, in 
addition, funds made available for carrying out chapter I of this Act shall be 
available for carrying out the objectives of the Mutual Defense Assistance 
Control Act of 1951 in such amounts as the President may direct.” 

Thus, it can be seen that the words “Provided, That, in addition, funds made 
available for carrying out chapter I of this Act shall be available for carrying 
out the objectives of the Mutual Defense Assistance Control Act of 1951 in 
such amounts as the President may direct,” provides only the same authority 
as was previously contained in section 410. The wording has been changed 
only to make it clear that any use of this authority is limited to Control Act 
activities and cannot be extended to other activities financed from section 
411(c). 


Chairman Morean. Mr. Adair. 

Mr. Aparr. In the event, which I rd as unlikely, that your 
suggestion for amendment is not followed, in 411(c), then what figure 
would you want there in place of that $7 million? Would you want 
your $8,295,000 ? 

Mr. Crockett. In 1956 when the authorization we are working 
under now was enacted by the Congress, the authorization was placed 
at $7 million, and our appropriation or our request for funds at that 
time was in the neighborhood of $4,500,000. I should think if we 
would follow that kind of a pattern and say—if the Congress or the 
committee felt that they Pat's not eliminate the present limitation 
entirely, something in the neighborhood of $12 million or $15 million, 
or something in that neighborhood. 

I think if we follow the pAsDieasoe of the past, in 1956, something 
proportionate to that, it would be very woekals ‘ 

Mr. Aparr. Thank you. . 

Now, I would like to address this to all four gentlemen: Dr. Wilcox, 
Mr. Hanes, Mr. Vance, and Mr. Crockett: Are there any Public Law 
480 dollars involved in the programs which you have discussed with 
us here today? Dr. Wilcox? 

Mr. Wixcox. In the Children’s Fund there are no dollars as I re- 
call, but we do make available out of surplus-—— 

np — Let me replace that with “funds.” Any Public Law 
480 funds. 


38361—59-—pt. 4—— 6 
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Mr. Wiicox. We make available in the Children’s Fund program a 
certain amount of dried milk each year and have for the last—— 

Mr. Aparr. Is that reflected in the proposals for this year? Has 
that a dollar value in the programs—— 

Mr. Wixcox. It is not reflected in the amounts we are requesting. 
It comes from the Public Law 480 program, as I recall. 

Mr. Apair. So actually the program as here outlined would be aug- 
mented to that extent ? 

Mr. Wixcox. That is correct. 

Mr. Aparr. Is that all that you would recall in your program ? 

Mr. Wuoox. That is all, Mr. Adair. 

Mr. Hanes. The same thing applies to our programs. There is a 
considerable amount of assistance we give to refugees—indeed any- 
thing we can give through Public Law 480. We have recently, for 
example, given a good deal of aid to the Algerian refugees in Tunisia 
and just last week the first shipment to the Algerians in Morocco. 

In Tunisia it already amounts to some $3 million worth of surplus 
foods. But that is not reflected in any figures that we are requesting 
here. That was assistance on an emergency basis, and it is something 
done above and beyond the programs that we have in here and is a 
supplementary matter. 

r. Apatr. Mr. Vance, is there any Public Law 480 involvement 
with your program ? 

Mr. Vance. No, sir; none whatever. 

Mr. Aparr. Mr. Crockett ? 

Mr. Crockett. No, sir; none whatever. 

Mr. Apatr. Thank you, gentlemen. 

Now, Dr. Wilcox, what part does the Soviet bloc play in the United 
Nations Technical Assistance Programs ? 

Mr. Wixocox. In the U.N. technical assistance program, the Soviet 
Union since 1953 has contributed an amount which is roughly equi- 
valent to about a million dollars a year. 

Mr. Aparr. Can you give us that in percentages of the whole pro- 
gram, roughly ? 

Mr. Wixcox. Last year would be one-thirtieth of the total program. 
Last year it would be about one-fourteenth of the amount we con- 
tributed. So I should say that these funds are used for the most part 
for the purchase of equipment which can be used in connection with 
some of the programs. I think at the present time there are about 
24 Soviet technicians in the field under the United Nations program, 
out of about 1,500 and some technicians total. 

Mr. Aparr. Of those 1,500 how many are U.S. citizens? 

Mr. Wucox. Something short of 200, Mr. Adair, are U.S. citizens, 
and I may say we would like to have more American citizens in this 
program, but the U.S. technicians are hard to come by, for the spe- 
cialized purposes that we need in connection with some of these pro- 

ms. Fut we are making an effort to try to get more Americans 
in the program. 

I have a brief statement here which I would be happy to submit for 
the record which touches on that. 

Mr. Apart. May we have that. 

(The information requested is as follows :) 
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UNITED NATIONS EXPANDED PROGRAM OF TECHNICAL ASSISTANCE—SOVIET BLOC 
CONTRIBUTIONS 


The U.S.S.R. did not contribute to the United Nations Expanded Program 
of Technical Assistance until the summer of 1953. At that time it offered 4 mil- 
lion rubles equivalent to approximately $1 million, to the United Nations pro- 
gram and has since contributed a similar amount annually. A total of $6,825,000 
has been made available to the program through 1958 from all ruble sources. In 
addition, Albania, Bulgaria, Czechoslovakia, Hungary, Poland, and Rumania 
are contributing: Their pledges total $220,425 annually. 

There are three basic ways in which contributions are used, salaries, allow- 
ances, and travel expenses of experts, training grants for fellowships, and the 
purchase of supplies and equipment. A contribution in nonconvertible curren- 
cies, therefore, is simply restricted to the payment of experts, financing of fel- 
lowships and purchase of supplies and equipment in the country concerned. 

The Soviet bloe contributions are used in that manner except that the rubles 
may be converted to other currencies to pay costs which can be directly attrib- 
uted to use of the U.S.S.R. contribution. For example, the Soviet contribution 
is convertible in order to pay (a) transportation and subsistence costs for 
experts from the U.S.S.R., (b) payments of Soviet experts’ salaries paid in the 
currency of the country of assignment, (c) transportation and subsistence costs 
for fellows in travel to and from the U.S.S.R., (d) freight and cartage of 
equipment purchased in the U.S.S.R. to the point of final delivery, (e) admin- 
istrative and operational service costs in connection with activities financed from 
the U.S.S.R. contribution, such as transportation and subsistence costs payable 
in currencies other than rubles for staff members of the participating organiza- 
tions or of the Technical Assistance Board Secretariat for journeys to and from 
the U.S.S.R. on official business of the expanded program. 

A large part of the Soviet contribution is being used for equipment. As of 
December 31, 1958, a total of $6.1 million of the $6.8 million then available had 
been committed, including funds actually expended and orders placed for future 
delivery of equipment. As of December 31, 1958, there were 24 Soviet experts 
in the field. Of these, 19 were in India, working principally in statistics and 
in the Indian Technological Institute in Bombay. One Czech, one Hungarian, 
and four Polish experts were also in field assignments as of December 31, 1958, 
out of a total of 1,521 experts. 

Under the rules of the United Nations program of technical assistance no 
experts can be sent to a country or training grants awarded or equipment pro- 
vided without the consent of the benefiting country. 


Mr. Apatr. My final question: What about the International De- 
velopment, Advisory Board? As I recall, last year the Board was 
abolished by amendment on the floor of the House, and the bill went 
to conference, and that abolition was zemoved. 

Is there such a board now ? 

Mr. Bett. Yes, sir. 

Mr. Aparr. Is there one functioning ? 

Mr. Brix. Yes, sir. The Board was just set up—appointments 
were made in December and January. It is headed by Mr. Harry 
Bullis, former chairman of the board of General Mills, and it includes 
Mr. Harvey Firestone. 

I can supply a list of the names of the members. The Board has 
been constituted. It has been reconstituted on a somewhat different 
basis than before, in the sense we have adopted a sort of Senate propo- 
sition of 2-year, 3-year, and 1-year terms in order to provide some 
continuity. When there were straight 2-year terms there was a ten- 
dency for it to stop and nothing happen. 

Mr. Apatr. How large is it? 

Mr. Bei. Twelve members. 

They are very interested in this. They came to Washington on 
Good Friday for the last meeting, and they are actively trying to be 
of some help in looking at some of the problems we do have in this 
field. 
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Mr. Aparr. Specifically, what do you regard as their function? 

Mr. Bett. What I regard to be their function is to provide to the- 
administrators of the program a public view as to some of the prob- 
lems with which we are faced. 

For example, one of the things we have asked them to do is to work 
with us in doing a detailed study of technical assistance, its values, 
its problems, the question of interrelationships between multilateral 
technical assistance and bilateral technical assistance. 

We have also asked this Board to take a look at the problem of 
local currency. Dean Edward Mason is on this Board, for example; 
he has a particular interest and a particular competence in the sub- 
ject. He is dean of the school at Harvard. 

We have asked them to look at the question of how to get a better 
understanding of this program in the public mind in the United 
States, and we have asked them to feel free to provide us with any 
criticism, opinions, or other ideas they may have. 

They are independent. They don’t have to have their findings 
approved by us. They provide us with a cross section of public opin- 
ion as to how we can improve the administration and activities of this 


a gy 
r. Aparr. Both you and Mr. Crockett would feel this is a worth- 


— renneing activity and the request authorization ought to be- 
made 


Mr. Crockett. Yes. 

Mr. Bewu. Very definitely. I have a brief statement of current ac- 
tivities of the Board and a short biographic sketch of each member 
which I would like to offer for the record. 

Mr, Apartr. Thank you, Mr. Chairman. 

Chairman Morean. Any further questions? 

If not, the committee stands adjourned until 10:30 tomorrow 
morning. 

Thank you, gentlemen. 

Mr. Beux. Thank you, sir. 


(Whereupon, at 4:35 p.m., the committee adjourned to reconvene at 
10:30 a.m., Friday, April 17, 1959.) 
(The statement referred to above is as follows :) 


CURRENT ACTIVITIES OF INTERNATIONAL DEVELOPMENT ADVISORY BOARD 


The reconstitution of the International Development Advisory Board was. 
completed on February 3, 1959, with the appointment and induction of 12 new 
members. The Board had been inactive since September 25, 1957, when the 
terms of office of all its previous members had expired. 

In order to give the Board the continuity necessary for increased effective- 
ness, the President, on February 2, 1959, issued Executive Order 10803 which 
permits the staggering of terms of membership. In appointing the new Board, 
the President named four members for 1-year terms, five for 2-year terms, and 
three for 3-year terms. 

Also in reconstituting the IDAB, the responsibility for its functions and 
activities has been transferred from the Director of the International Coopera- 
tion Administration to the Under Secretary of State for Economic Affairs. 
This was a necessary change resulting not only from the transfer of the coor- 
dinating functions under the Mutual Security Act, but also because, by the 
express terms of the legislation, the IDAB advises on matters relating to the 
Development Loan Fund as well as to the operations of the ICA. Accordingly, 
funds for support of the Board’s activities are now to be included in the appro- 
priation to the State Department under section 411(c). 
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The IDAB had its initial meetings on February 8 and 4, at which time it met 
met with the Secretary of State, the Under Secretary of State for Economic 
Affairs, the Acting Director of ICA, and the Managing Director of the DLF for 
extended briefings and discussions of the problems which confront the mutual 
security program. 

The Board met again on March 27 to consider four problems placed before it 
by the Under Secretary for Economic Affairs, and to organize its work schedule 
for studying these problems, which are in the fields of local currency, public 
health, technical assistance, and public understanding. A brief description of 
two of these studies will illustrate the current operations of the IDAB. 

The Board has appointed a subcommittee under the chairmanship of Dr. 
Edward 8S. Mason to make a thorough analysis concerning the effective utiliza- 
tion of local currency accumulations (both counterpart and U.S.-owned curren- 
cies). Serving with Dr. Mason are Mr. Harvey 8. Firestone, Jr., Dr. Clark 
Kerr, Mr. Allan B. Kline, and Mr. Robert W. Purcell. 

Commencing in midsummer, the full Board of the IDAB, together with a task 
force from the executive branch, will begin a comprehensive review and critical 
analysis of technical assistance, and will examine into its rationale, goals, 
programs, and effectiveness. This is frankly an experiment, based on the be- 
lief that such a partnership between a citizens advisory board and an evalua- 
tion team of the executive branch, can produce a more practical and more 
objective analysis of this problem than either group working separately. The 
IDAB will have outside consulants of its own, and certain of its members will 
travel on inspection trips with the evaluation teams; but each group is to feel 
free to make its own independent recommendations to the Under Secretary 
for Economic Affairs. 

The IDAB also appointed two of its members, Mr. Harvey 8. Firestone, Jr. 
and Mr. Robert W. Purcell, to evaluate the recommendations contained in the 
Straus report on “Expanding Private Investment For Free World Economic 
Growth” and to report their findings at its next meeting of the full Board on 
July 8, 1959. 

MEMBERSHIP OF THE BOARD 


Harry A. Bullis, former chairman of General Mills, Inc., was named by Presi- 
dent Eisenhower on August 28, 1958, to be Chairman of the International Devel- 
opment Advisory Board. His appointment was confirmed by the Senate on 
January 28, 1959. 

The other 12 members of the Board were appointed by the President on 
February 3, 1959, and do not require Senate confirmation. The members of 
the IDAB, the fields of national interest which they represent, and their home 
States are as follows: 


Agriculture: Allan B. Kline, past president, American Farm Bureau; Illinois; 

Business: Mrs. Olive Ann Beech, president, Beech Aircraft Corp.; Kansas; 
Harry A. Bullis, former chairman of General Mills, Inc.; Minnesota; Harvey 
S. Firestone, Jr., chairman, Firestone Tire & Rubber Co. ; Ohio; 

Economic development: Edward 8S. Masou, professor of economics, Harvard 
University; former dean of Graduate School of Public Administration at 
Harvard; Massachusetts ; 

Education: Clark Kerr, University of California ; California ; 

Labor: Lloyd A. Mashburn, general president, Wood, Wire, and Metal Lathers 
International Union; California ; 

Press: Richard H, Amberg, publisher, St. Louis Globe-Democrat; Missouri; 
Peyton Anderson, publisher, the Macon Telegraph and the Macon News; 
Georgia ; ' 

Public administration: Leonard B. Jordan, former chairman of U.S. Section, 
International Joint Commission ; former Governor of Idaho; Idaho; 

Public health: Lowell T. Coggeshall, dean, Division of Biological Science, Uni- 
versity of Chicago ; Illinois; 

Science: Edwin B. Fred, president emeritus; University of Wisconsin; 
Wisconsin ; 

‘Venture capital: Robert W. Purcell, chairman, International Basic Economy 
Corp.; New York. 
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BIOGRAPHICAL SKETCHES OF MEMBERS OF THE INTERNATIONAL DEVELOPMENT 
ADVISORY BoarpD 


HARRY A. BULLIS, CHAIRMAN 


Harry A. Bullis, was appointed Chairman of the International Development 
Advisory Board by President Eisenhower on August 28, 1958. 

Mr. Bullis has just retired as chairman of the board of General Mills, Inc., 
having served with this corporation and its predecessor, the Washburn Crosby 
Co., since 1919. He was president of General Mills for 5 years before becoming 
chairman of the board on January 1, 1948. Mr. Bullis continues as a director 
of the corporation. 

Mr. Bullis has held many positions of major importance in the U.S. Govern- 
ment, having been appointed by President Harry S. Truman to the Citizens 
Food Committee (1947) ; served as Chairman of a Mutual Security Operations 
Team to Formosa (1953) ; and as a member of the Task Force on Overseas Eco- 
nomic Operations of the Hoover Commission on the Organization of the Execu- 
tive Branch of the Government (1954-55). He is currently chairman of the 
Business Organizations Committee of the People-to-People Partnership Program 
and a member of the Federal Advisory Council on Public Assistance. 

Mr. Bullis is a director of the Chamber of Commerce of the United States; the 
Fund for Adult Education; and the Council for Financial Aid to Education. He 
is a trustee of the National Planning Association; U.S. Council of the Inter- 
national Chamber of Commerce; Committee for Economic Development; Com- 
mittee for a National Trade Policy; the University of Wisconsin Foundation ; 
and the American Assembly. 

Born at Hastings, Nebr., Mr. Bullis was raised as a boy at Council Bluffs, 
Iowa. His current residence is Wayzata, Minn. 


RICHARD H. AMBERG 


Richard H. Amberg is publisher of the St. Louis Globe-Democrat. During his 
newspaper career, Mr. Amberg has held posts as administrative assistant, gen- 
eral manager, editor, and publisher of such publications as the Oil City (Pa.) 
Blizzard, the Hempstead Long Island Newsday, the New York Herald Tribune, 
and the Post-Standard of Syracuse, N.Y. 

During World War II, Mr. Amberg served in the U.S. Navy, being inducted 
as an ensign in 1941 and mustering out as a commander in 1945. In 1954, he 
was a member of the Civilian Advisory Group for the Army War College. 

Mr. Amberg’s other civic duties have included membership on the American 
Korean Foundation, and on the New York State Commission on Ethics and 
Integrity in Government. He is a member of the American Society of News- 
paper Editors: a Mason (K.T. 32°, Shriner); president of the council of St. 
Louis University; and a trustee of Wells College, Aurora, N.Y. Mr. Amberg 
makes his home in Ladue, Mo. 


PEYTON ANDERSON 


Peyton Anderson is publisher of the Macon, Ga. Telegraph and News, and 
president of the Macon Telegraph Publishing Co. 

A graduate of the U.S. Naval Academy, Mr. Anderson returned to naval serv- 
ice during World War II, serving as public relations officer with the 6th Naval 
District (1941-44) and on the staff of the Commander of the 7th Fleet (1944- 
45). He has subsequently served on the Visiting Committee to the U.S. Naval 
Academy. 

Among Mr. Anderson’s many business and civic positions are membership on 
the advisory board of the Citizens and Southern National Bank of Macon, Ga.; 
vice president and director of the Southern Co.; director of the Southern Florida 
RR.; and director of the Macon area development commission. He is a member 
of the Southern Newspapers Publishers Association, having served as president 
in 1953-54. Mr. Anderson’s residence is in Macon, Ga. 


MBS. OLIVE ANN BEECH 


Mrs. Olive Ann Beech is the president of Beech Aircraft Corp., Wichita, Kans. 
She was chosen in 1943 by the New York Times as 1 of the 12 most distin- 
guished women in the United States, and in 1952 was awarded the Hay 
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Drummond Hay Trophy as the woman having done the most for aviation. Mrs. 
Beech is a director of the Fourth National Bank of Wichita, Kans., and a trustee 
of Southwestern College at Winfield, Kans. 

Mrs. Beech is a member of the National Association of Manufacturers, Wom- 
en’s Aeronautic Association, and the National Federation of Business and Pro- 
fessional Women. She is also a member of the Finance Committee of the 
Freedom Foundation. Mrs. Beech makes her home in Wichita, Kans. 


LOWELL T. COGGESHALL 


Lowell T. Coggeshall has been dean of the division of biological sciences of the 
University of Chicago since 1947, except for the period 1956-57, when he served 
as a Special Assistant to the Secretary of the Department of Health, Education, 
and Welfare. 

Dr. Coggeshall is one of America’s outstanding authorities in the field of 
Public Health, with particular emphasis on tropical diseases in which he has 
done research for the Rockefeller Institute in New York and the University of 
Michigan. During World War II, Dr. Coggeshall had a tour of duty as senior 
medical officer in Africa for the Pan-American Airways. 

In 1958, Dr. Coggeshall served as a member of the U.S. delegation to the 
meeting of the World Health Organization. 

He is a member of the National Academy of Sciences; the American Associa- 
tion of Physicians; the American and Royal Societies of Tropical Medicine; and 
- sone of the American College of Physicians. He makes his home in Chicago, 

HARVEY 8. FIRESTONE, JR. 


Harvey S. Firestone, Jr., has served on the International Development Advi- 
sory Board since its inception, having been appointed initially by President Harry 
S. Truman in October 1950, and reappointed by President Eisenhower in 1953, 
1955, and 1959. 

Mr. Firestone, a prominent industrialist, has been chairman and chief execu- 
tive of the Firestone Tire & Rubber Co. since 1948, having been associated with 
the company since 1919 and its president from 1941-48. 

In 1951, Mr. Firestone was awarded the distinction of being adjudged one of 
the 12 most outstanding business leaders in America, as a result of a nation- 
wide survey conducted by Forbes Magazine of Business. 

Mr. Firestone has served prominently on many civic and Government bodies 
including the Rubber Advisory Panel to the Department of State; the Interna- 
tional Committee of the Young Mens Christian Association: the National Secu- 
rity Policy Committee of the Rubber Manufacturers Association; the Board of 
Trustees of the U.S. Council of the International Chamber of Commerce; and 
the Thomas Alva Edison Foundation. In 1954, Mr. Firestone was national 
chairman of the United Community Campaign of America. 

He is a charter trustee of Princeton University, a member of the National 
Council of the United Negro College Fund and was appointed by President 
William V. S. Tubman of Liberia to the board of trustees of the University of 
Liberia. Mr. Firestone makes his home in Akron, Ohio. 


EDWIN B. FRED 


Edwin B. Fred, scientist and educator, is president emeritus of the University 
of Wisconsin. Dr. Fred is an authority in the field of bacteriology, and has 
served the U.S. Government as a member of the Advisory Committee for Biology 
and Medicine, Atomic Energy Commission; and the National Advisory and 
Infectious Diseases Council, National Institutes of Health. 

Dr. Fred served in World War I in the Chemical Warfare Service of the U.S. 
Army. During World War II, he was Chairman of the Advisory Committee on 
Biological Warfare for the National Academy of Sciences. He was awarded a 
Medal of Merit for services during World War II in connection with biological 
warfare. He has also served as a member of the Board of U.S. National 
Science Foundation; National Advisory Health Council; and the U.S. Advisory 
Committee on Educational Exchange. 

Born in Virginia and educated both in Virginia and at the University of Got- 
tingen, Germany, Dr. Fred resides in Madison, Wis. 








weak ants are S sherds Mind Y 


852 


MUTUAL SECURITY ACT, 1959 


LEONARD B. JORDAN 


Leonard B. Jordan has had a distinguished career in public administration, as 
a member of the legislature of the State of Idaho, Governor of Idaho from 1951- 
55, and, subsequently, as Chairman of the U.S. Section of the International Joint 
Commission. 

Governor Jordan is also experienced in the problems of the mutual security 
program, having been Chairman of the Evaluation Board to study the pro- 
grams for development of the Helmand Valley in Afghanistan. 

Governor Jordan served in the U.S. Army in World War I, and was owner- 
manager of the Jordan Motor Co., Inc. of Grangeville, Idaho, before becoming 
Governor of that State. He is a Mason (32-degree Shriner). Born in Utah, 
educated in Utah and Oregon, Governor Jordan currently makes his home in 
Boise, Idaho. 

CLARK KERR 


Clark Kerr is president of the University of California at Berkeley. An 
economist by profession, Dr. Kerr has specialized in labor economics and in 
industiral relations. During the past 6 years, he has devoted much time toa 
study of “Labor and management problems in economic development.” 

Dr. Kerr’s public service has included membership on the War Labor Board 
(1943-45) ; the National Wage Stabilization Board (1950-51); and the Federal 
Commission on Intergovernmental Relations (1953-55). He is first vice presi- 
dent on the American Council on Education; on the board of directors of the 
Center for Advanced Study in Behavorial Science of Ford Foundation; and a 
member of the Social Science Research Association. He is also a member of 
the American Economic Association; the Royal Economic Association; the Na- 
tional Planning Association; and the National Academy of Arbitrators. Dr. 
Kerr resides at El Cerrito, Calif. 


ALLAN B. KLINE 


Allan B. Kline, past president of the Farm Bureau Federation, has had pre 
vious experience with the mutual security program and with the Public Law 
480 program for disposal of surplus agricultural products. In 1956-57, he was 
1 of 10 prominent Americans selected by the Senate Foreign Relations Com- 
mittee to conduct “on the spot” surveys of foreign aid programs, his personal 
responsibility being Yugoslavia. 

As a farm operator in Iowa for 24 years, Mr. Kline held a series of positions 
in the Iowa Farm Bureau Federation and was awarded the Master Farmer 
Award in 1937. He has been vice president of the American Farm Bureau 
(1945-47) and president 1947-54. He has also served as president of the In- 
ternational Federation of Agricultural Producers, and as a director of the 
Federal Reserve Bank of Chicago. 

Mr. Kline is currently chairman of the National Policy Board of the Ameri- 
ean Assembly, chairman of the board of trustees of the Farm Foundation, vice 
president of the Fund for Adult Education, a member of the board of the 
National Committee on Boys and Girls Club Work, and a Member of the Board 
of the Board of Trustees of the Eisenhower Exchange Fellowships, Inc. Mr. 
Kline makes his home in Western Springs, II. 


LLOYD A. MASHBURN 


Lloyd A. Mashburn, general president of the International Union of Wood, 
Wire and Metal Lathers, was first appointed to the IDAB in 1955, and was re- 
appointed in 1959. 

Mr. Mashburn had many years of experience as a lather and a lathering con- 
tractors prior to 1933 when he became business agent for the lathers union in 
Los Angeles. During the next 18 years, Mr. Mashburn held important posts 
with. the Los Angeles Building and Construction Trades Council, the Southern 
California Building and Construction Trades Council, the Southern California 
District Council of Lathers, and the Los Angeles Labor Council. He was also 
vice chairman of the United A.F. of L. Political Committee. 

Mr. Mashburn served as labor commissioner for the State of California from 
November 1951 to February 1953, and was Under Secretary of Labor, U.S, 
Department of Labor, from February 1953 to October 1953. 

Mr. Mashburn’s public service also includes former membership on the Gover- 
nor of California’s Housing Commission, Hospital Advisory Commission, and 
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the State Compensation Insurance Commission. He is a former member of the 
Los Angeles Board of Education, and former vice chairman of the Los Angeles 
City Housing Authority. He has been a member of the committee of the Red 
Cross, Community Chest, Blue Cross and Selective Service. 

Mr. Mashburn is a resident of Los Angeles, Calif.; but his business head- 
quarters are in Takoma Park, Md. 


EDWARD 8. MASON 


Edward S. Mason is professor of economics, Harvard University and for 11 
years was dean of the Graduate School of Public Administration at Harvard. 

Dr. Mason has also had extensive governmental experience on matters of for- 
eign economic policy. He was with the Office of Strategic Services (1941-45) ; 
served as Deputy to the Assistant Secretary of State for Economic Affairs 
(1945) ; Economic Consultant to the State Department (1946-47); and Chief 
Economic Advisor to the Moscow Conference (1947). Dr. Mason was awarded 
the Medal of Freedom in 1946. 

During recent years, Dr. Mason has devoted much time to the underdeveloped 
countries and has been working with the Ford Foundation in Pakistan and Iran. 
He is currently a member of the council on Foreign Relations, the American 
Philosophical Society, the American Economic Association, and the Royal Eco- 
nomic Society of London. He makes his home in Cambridge, Mass. 


ROBERT W. PURCELL 


Robert W. Purcell is chairman of the board, International Basic Economy 
Corp. He is also a director of the Vitro Corp. of America and the Chemway 
Corp. 

A lawyer by profession, Mr. Purcell practiced in New York City and in Cleve- 
land, Ohio before joining the legal staff of the Alleghany Corp. In 1943, he 
became general counsel of the Chesapeake & Ohio Railway, which post he oc- 
cupied for 10 years. During this time, Mr. Purcell held various executive posi- 
tions with the Chesapeake & Ohio Railway, the Alleghany Corp., and the White 
Sulphur Spring Co., and was a director of the Cleveland Cliffs Iron Co. and the 
Brightwater Paper Co. 

In 1953, Mr. Purcell became chairman of the board, Investor Diversified Serv- 
ices, Inc., where he served until joining the International Basic Economy Corp. 
in 1956. Mr. Purcell makes his home in New York City. 
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FRIDAY, APRIL 17, 1959 


Houser or REPRESENTATIVES, 
CoMMITTEE ON ForrIGN AFFAIRS, 
Washington, D.C. 


The committee met at 10:45 a.m., in room G-38, U.S. Capitol, Hon. 
Thomas E. Morgan (chairman) presiding. 

Chairman Morcan. The committee will come to order. 

We meet in executive session this morning on the authorization of 
the mutual security program for the fiscal year 1960. 

We have six witnesses this morning. 

Mr. Grant, do you want to give us a little preliminary statement 
concerning the witnesses ? 


STATEMENT OF JAMES P. GRANT, DEPUTY DIRECTOR FOR 
PROGRAM AND PLANNING, INTERNATIONAL COOPERATION 
ADMINISTRATION 


Mr. Grant. Mr. Chairman and members of the committee, the 
prior testimony that we have had has been either introductory or 
residual. Today we will have a number of special categories which 
break down into two broad classes. 

The first is that of administrative expenses for ICA and then the 
second category is a variety of special programs; malaria eradica- 
tion, community water supply, international medical research; two 
programs in the field of private enterprise, the new investment incen- 
tive fund and the proposal to expand and strengthen the investment 
guaranty program. 

Then in addition there is the program for ocean freight costs for 
U.S. Voluntary Agency gift shipments abroad and finally, aid to 
American-sponsored schools abroad. 

The first witness will be on the administrative expenses of ICA 
and with your permission, Mr. William FitzGerald, Deputy Director 
of ICA for Management will testify on this. 

Chairman Morean. You may proceed, Mr. FitzGerald. 


STATEMENT OF HON. WILLIAM H. G. FitzGERALD, DEPUTY DI- 
RECTOR FOR MANAGEMENT, INTERNATIONAL COOPERATION 
ADMINISTRATION 


Mr. FrrzGrratp. Mr. Chairman and members of the committee, it 
is a pleasure for me to appear for the first time before your distin- 
guished er. 

I would like to read a written statement first, and then I will be 
ready to answer any questions which you may wish to ask. 
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My statement on the administrative expenses of the International 
Cooperation Administration for fiscal year 1960: 

The proposed fiscal year 1960 authorization and appropriation for 
the administrative expenses of the mutual security program requested 
under section 411(b) is $39.5 million. This figure excludes the ad- 
ministrative expenses of the Department of Defense, for which funds 
are being requested under section 103(b) ; administrative expenses of 
the Department of State, for which funds are being requested under 
section 411(c) ; and the costs. of administering the Development Loan 
Fund, for which funds are being requested under section 204(b) of 
the Mutual Security Act of 1954, as amended. 

The amount appropriated under section 411(b) for general admin- 
istrative expenses in fiscal year 1959 was $33 million. This amount 
included funds totaling $45,000 for the costs of salaries and related 
expenses of employees engaged in conducting the activities and func- 
tions of the International Development Advisory Board, for which 
funds are being requested, in fiscal year 1960 under section 411(c) of 
the Mutual Security Act of 1954, as amended. 

To this net appropriation of $32,955,000 has been added $2,140,000 
which it is proposed to transfer from the “President’s Fund for Asian 
Economic Development, Executive,” to fund increased salary costs 
during fiscal year 1959 as authorized in the Federal Employees Salary 
Increase Act of 1958, Public Law 85-462. 

In the course of considering the authorization request for technical 
cooperation for fiscal year 1959, the Congress added $8 million to the 
amount requested, in order to strengthen the ICA personnel system, 
to provide increased opportunities for language training of ICA staffs, 
and to expand the program of foreign participant training. 

To implement this program adequately, it has been necessary to 
expand the activities normally funded from general administrative 
expenses. In order to preserve the current distinctions between ad-. 
ministrative and program expenses, the amount of $1,700,000 is pro- 
posed to be transferred to the general administrative expenses 
appropriation from the fiscal year 1959 technical cooperation appro- 
priation. By adding the two foregoing amounts to the actual amount 
appropriated (net) for fiscal year 1959, the total amount available 
for general administrative expenses in fiscal year 1959 is $36,795,000, 
as compared to the $39,500,000 requested for fiscal year 1960. 

The importance of the provision for the general administrative 
expenses is apparent, as the funds requested are used in Washington 
and in excess of 60 overseas locations in administering economic assist- 
ance programs for which the International Cooperation Administra- 
tion is responsible under the mutual security program. 

The funds requested will be used for personnel and related expenses 
required to develop and screen the assistance program for each coun- 
oy and assure that the funds appropriated achieve the purposes for 
which they are intended and that the funds are properly managed 
and controlled. 

The work of the International Cooperation Administration in 
administering the elements of the nonmilitary assistance program 
for which it is responsible has increased steadily as the program 
has shifted to the less-developed areas of the world with less- 
experienced governments and business communities and more diffi- 
cult working conditions. 
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In order effectively and efficiently to carry out the complex activities 
involved in the mutual security program, it is essential that ade- 
quate personnel, both in quality and quantity, and supporting re- 
sources be provided. ; 

In fiscal year 1960 the amount of $39,500,000 og vg an in- 
crease of $2,705,000 over the $36,795,000 available for ] year 1959. 
This increase will be used to maintain and improve the management 
and control of the ICA-administered multimillion dollar program 
and will provide for the following: 

(a) $1.7 million for full-year soag Bowe and related expenses of 

itions for which only part-year financing was provided in the 
fiscal year 1959 availability of $36,795,000. 

(6) $0.4 million for new positions and related costs in newly opened 
locations. 

(c) $0.6 million for expanded support at selected overseas loca- 
tions in Africa and Latin America, where staff strength in the total 
area is below the level necessary to satisfactorily maintain, manage, 
and control ICA-administered pro, 

Mr. Chairman, when I took over this job in management, I was a 
relatively new hand in Government. I went back into the record for 
a number of years as I wanted to find out how these programs were 
being administered. I have attempted to relate these creeping costs 

hich we see in our administrative funds over a period of years and 
to justify them. And if we look at the record, this increase, this 
increment which we are asking for this year is relatively substan- 
tial—but justified. 

I would like to just discuss briefly some of the reasons why these 
administrative costs have increased over the past few years. There 
are a number of reasons. 

For example, back in fiscal:year 1956 we operated in ICA with a 
budget of $26,668,094. Then there were a number of budge items 
which were transferred to other agencies for services which were 
being rendered which brought up our totals to about $33,555,134 in 
fiscal year 1956. 

However, I want to focus on this amount of $26,668,094 which was 
-obligated in 1956. And the reasons why these costs are increasing. 

For instance, in the next year, fiscal 1957, we assumed certain 

nsibilities under Public Law 480 for which the Con author- 

ized ICA to use up to $1,500,000.of any available fun In fiscal 
year 1957 we used only $1,150,000 of this authority but in the subse- 
uent year, fiscal year 1958, in order to fund our total year costs for 
those responsibilities under Public Law 480, we had to add another 
$600,000 to fund added positions for a full years up to a $1,750,000 
annual cost, which is built into our administration of this program. 

Then in fiscal 1958 we had a new problem; in lieu of the Civil 
Service Commission being appropriated funds to cover retirement 
costs, each agency was requested to include required amounts in its 
appropriation requests. e cost built in for this purpose in fiscal 
year 1960 is $1,289,978. 

In fiscal year 1958 the Federal Employees Salary Increases Act, 
Public Law 85-462 was enacted, the cost of which for fiscal year 1958 
was $950,000. We had an additional cost in fiscal year 1959 of $1,- 
190,000 to fund for a full year this pay increase to a total additional 
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annual cost of $2,140,000. The overseas personnel program which 
was initiated in fiscal year 1958, provides for an assignment comple- 
ment and a recruitment complement, to give us flexibility in filling 
the gaps which existed in actual personnel overseas in comparison 
with our requirements. The cost of this program approximates 
$540,000 in fiscal year 1959. 

Then last ae the Congress, wishing us to increase our recruit- 
ment, and yews of personnel as well as increasing language 
training and participant training, authorized and appropriated an 
additional $8 million under the technical cooperation appropriations. 

To keep our requirements under this expanded program, approxi- 
mately $1,700,000 in additional costs have been incurred in the admin- 
istrative.expenses approximation. Since fiscal year 1956 we have 
opened 13 new locations, costing approximately $2,704,900 each year. 

The foregoing increases, added to fiscal year 1956 obligations, ac- 
count for the fiscal year 1960 request of $39,500,000. Other staff in- 
creases, due to the broadening of our technical cooperation program, 
more people overseas, more administrative support required, world- 
wide price increases in cost of supplies and equipment, rents, periodic 
pay increases, local wage scale increases, and so forth, account for the 
remaining difference of $2,707,028. 

For example, our rents in Washington alone have increased since 
fiscal year 1956 from $630,000 to $1,049,000 in fiscal year 1960. 

Chairman Morean. Thank you very much Mr. Fitzgerald. 

We will now hear from Dr. Campbell and Dr. Porterfield. 


STATEMENT OF DR. EUGENE P. CAMPBELL, CHIEF, PUBLIC HEALTH 
DIVISION, INTERNATIONAL COOPERATION ADMINISTRATION 
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Dr. Camppett. My first statement is on malaria. I am prepared, 
sir, to testify and it is a great pleasure for me to return to testify be- 
fore this distinguished group. 

I have three programs to describe. 

Mr. O’Hara. Mr. Chairman, would the witness identify himself. 

Dr. Campsett. I am Dr. Eugene P. Campbell, Chief of the Public 
Health Division, ICA. I will be followed by Dr. John D. Porterfield, 
who is today Acting Surgeon General of the Public Health Service. 

The malaria eradication program will come first. 

It is proposed that $35 million of special assistance funds be utilized 
during fiscal years 1960 to enable the United States to continue its 
leadership and support, for the third year, of the worldwide effort to 
eradicate malaria. This proposal is shown in detail in the congres- 
sional presentation book, nonregional programs, on pages 39 through 
46. 

The avowed goal of this worldwide effort is the elimination of ma- 
laria from nations of the world in which reside more than 1 billion per- 
sons who are or have recently been exposed to malaria infection. 
Since the first appropriation for this purpose was received in fiscal 
year 1958, major progress has been made in 26 nations which have 
signed bilateral malaria eradication agreements with ICA (see ma 
No. 1) and in some 50 additional nations receiving indirect U.S. 
assistance through the special malaria accounts of the World Health 
Organization and the Pan American Health Organization. 
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The committee’s attention is directed specifically to table 3 on page 
46 of the congressional, presentation hook and (map No. 2) which set. 
forth in detail the job ahead in terms of people now protected and to 
be protected from this disease. Under this program, more than 381 
million people are being protected from transmission of malaria by 
eradication campaigns which are now in full operation and some 321 
million more will be protected during fiscal year 1960 when projects 
now planned are fully implemented. 

I should explain at this point that the relapsing type of malaria 
may persist in the human body up to 3 years and, therefore, protection 
against transmission in any one area must be maintained for 3 to 4 
years to assure eradication. 

The role that the United States plays in the malaria eradication 
program is crucial to the success of the worldwide effort. Our lead- 
ership in this field was well established some years ago when we 
initiated a program for the eradication of malaria in the United 
States and followed it through to a successful conclusion. 

As early at 1942, we began to share with neighboring countries our 
knowledge of how to combat this disease. ‘Today, most of the under- 
developed countries where malaria is still a serious problem have man- 
power and can finance local costs, but do not have the equipment and 
materials needed nor the foreign exchange with which to purchase 
them. These items which we furnish can be provided only from the 
United States in the quantity and quality necessary for a program of 
this magnitude. In addition to commodities, we are also providing 
the toplevel leadership and technical assistance where this is required. 

One of the byproducts of antimalarial operations which reach 
into every home in malarious areas, is a higly loin impact on all 
segments of the population from the individual villager to top gov- 
ernment officials of a host country. Drums of insecticide, packages 
of antimalaria drugs, vehicles, and spray pumps supplied from: the 
United States are clearly identified as to origin appropriate letter- 
ing and/or the well recognized clasped-hand symbol of American 
economic cooperation. 

Consequently, the U.S. participation in this program has been fully 
recognized. As one illustration, when I was in Ceylon this winter- 
there was a major ceremony involving the delivery of 34 jeeps for the 
program. The ceremony was on the steps of Parliament, the Prime 
Minister and the Health Minister participated together with Ameri- 
can officials, the jeeps ) paws in procession Goeaked with Ceylonese 
and American flags and there was extensive Ceylonese press and film 
coverage. 

As might be expected in a project of this magnitude and complex- 
ity, some technical and administrative problems have arisen. Addi- 
tional instances of mosquito resistance to insecticides have been found 
during the year which necessitated the substitution of an alternate 
insecticide. 

In some places it has been necessary to substitute DDT sprayed 
twice per year for dieldrin sprayed once per year; thus, expenditures 
for manpower, equipment, and supplies are almost double that origin- 
ally estimated. Fortunately, this problem has been relatively small 
to date. Meanwhile, investigations of other ible useful insecti- 
cides are continuing and some are now undergoing field trails. Meth- 
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ods of extending the .effectiveness of antimalaria drugs appear 
promising. he 

Of major importance to the success of the effort is the moderniza- 
tion and creation, where necessary, of administrative units within the 
host governments which will be effective in prosecuting intensive 
nationwide programs such as are required for eradication of malaria. 
In some countries progress in this regard has been slower than orig- 
inally planned. invalidation of ICA, WHO, and PAHO are 
closely coordinating efforts to strengthen the administrative units of 
host governments concerned with this program. 

Unforeseen problems in local host government administration of 
the program and the greater cost of commodities have increased the 
total cost of the program somewhat over that originally estimated. 
We now estimate, on the basis of an evaluation of needs furnished by 
our missions in each country, the U.S. financial support eres! for 
this program for the 5-year period fiscal years 1958-62 at $141 million. 
This is an increase of $33 million over the amount proposed for the 
5-year period in the original congressional presentation for fiscal year 
1958. 

The U.S. participation in malaria eradication, as was pointed out 
in the fiscal year 1958 congressional presentation, may require less 
than 5 years in some areas and more than 5 years in others if the goal 
is to be reached. Joint-FCA-host government planning at the coun- 
try level indicates there will be a need for foreign exchange assistance 
after fiscal year 1962 in some countries where the problems of eradica- 
tion are particularly difficult for technical and other reasons. Such 
extensions of programs in Indonesia, Nepal, Ethiopia, and Brazil are 
pointed out on page 43 of the fiscal year 1960 congressional presenta- 
tion book. 

Fiscal year 1960, for which an increase in funds of approximatel 
$9 million is being proposed, is expected to be the peak year of U.S. 
financing because of the large number of national programs that will 
reach a point of maximum activity. 

During fiscal year 1960, a total of $35 million of special assistance 
funds will be —— to continue support to the bilateral and multi- 
lateral phases of malaria eradication. The bilateral component of 
$30 million will be utilized to provide U.S. technical advisers ($780,- 
000), to train national participants ($200,000), for contractual serv- 
ices ($120,000), for — and equipment ( $28,200,000), and for 
other costs ($700,000). A country-by-country illustrative assignment 
of these funds is shown on page 44, table 1, of the fiscal year 1960 
congressional presentation book. 

It is planned to continue support to many nations of the world 
through contributions to the special malaria accounts of the World 
Health Organization in the amount of $3 million and of the Pan 
American Health Organization in the amount of $2 million. 

The World Health Organization and its regional office for the 
Americas, the Pan American Health Organization, play a key role in 
coordinating the-efforts of all nations in the worldwide malaria eradi- 
cation program and provide technical support for individual count 
programs through provision of consultation, training fellowships, 
training facilities, and conferences. ‘These organizations are uniquel 
capable of carrying out these functions through their official channels 
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with the nations of the world and by their ability to employ scarce 
experienced malaria experts without regard to Be So Most 
important of all, these organizations operate in many countries and 
territories in which there are no ICA health programs. This is par- 
ticularly significant since the mosquito is no respecter of- political 
boundaries. The WHO and PAHO also are participating directly in 
and coordinating field investigations of special problems such as 
mosquito resistance to insecticides, and the role of drugs in eradication 
of malaria from tropical Africa. 

Coordination meetings between personnel of WHO, PAHO, United 
Nations Children’s Fund (UNICEF), and ICA are held frequently 
and continual liaison is maintained to insure close cooperation and 
to assure the most effective utilization of technical and financial re- 
sources available for malaria eradication activities. 

For the first time in the history of mankind, the world’s resources 
have been mobilized in an attempt to eradicate a major disease from 
the face of the earth. Malaria has already been eliminated from large 
areas and experience to date has provided conclusive evidence that 
the objectives of worldwide eradication are technically possible and 
are now within reach. Appropriations already made hee been well 
utilized and new appropriated funds will be used in an effective man- 
ner. Success, however, will depend on continued United States sup- 
port of both bilateral and multilateral aspects of the program at the 
requested funding levels. 

“t The maps referred to in Dr. Campbell’s statement are as follows :) 
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Dr. Campsett. With your permission, I would like to include a 
statement by Dr. Paul F. Russell, who is a member of the Rockefeller 
Foundation staff and a consultant to ICA. 

Chairman Morean. Without objection, it is so ordered. 

(The statement is as follows:) 


STATEMENT OF PauL F. Russert, M.D., M.P.H., STAFF OF THE ROCKEFELLER 
FOUNDATION ; CONSULTANT TO ICA; CONSULTANT TO SURGEON GENERAL, U.S. 
ARMY; MempBer, MALARIA PANEL, WHO, as PRESENTED By Dr. Evcene P. 
CAMPBELL, M.D. 


The malaria eradication program in which the United States is participating 
in various parts of the world constitutes the greatest nonmilitary international 
cooperative effort in history. Since the end of World War II, 76 countries have 
determined to put an end to their malaria and have decided that it is cheaper 
to do this by modern eradication techniques than by the old never-ending 
control measures. They have accepted the coordinating facilities of the World 
Health Organization (WHO) and many have also received financial and tech- 
nical help from WHO, Pan American Health Organization (PAHO), United 
Nations Children’s Fund (UNICEF), or the International Cooperation Adminis- 
tration (ICA). On the average, countries receiving assistance are themselves 
paying 55 percent or more of the eradication costs. 

The participation of the United States in the control of malaria in other 
countries began many years ago and has steadily increased until today it is 
recognized throughout the world as the strongest force behind the worldwide 
malaria eradication program. Our interest and influence in overseas malaria 
control began with the achievements of William Crawford Gorgas in Cuba in 
1901-04 and in the Canal Zone 1904-14. The sanitary victories of Gorgas over 
malaria and yellow fever brought worldwide acclaim to the United States. 

Then in the 1920’s and the 1930’s many pioneering cooperative malaria proj- 
ects in foreign countries were assisted with money and personnel from United 
States philanthropic organizations, principally the Rockefeller Foundation. 
These projects accomplished essential groundwork that makes the present eradi- 
cation program possible. They determined what local species of mosquitoes 
were spreading malaria and with what habits, they carried out demonstrations 
of malaria control, they trained personnel, and they set up malaria institutes 
for research and training. These basic cooperative malaria projects in 45 over- 
seas countries brought much light and strength to malariology and much good 
will to the United States. 

Other overseas projects accomplished the eradication of Anopheles gambiae, 
a dangerous African species of malaria mosquito from Brazil in 1939-41 and of 
the same mosquito from Egypt in 1943-45. In each case these brilliant successes 
were assisted by money and personnel from the United States. The cumulative 
example of these mosquito eradication projects triumphs was a major factor in 
the development of the idea of worldwide malaria eradication. 

During World War II, the United States, in cooperation with its Allies, not 
only solved the very serious problem of military malaria but, with public and 
private moneys, it financed a tremendous amount of basic malaria research 
on antimalarial drugs and insecticides and developed enormous manufacturing 
facilities for them. 

Since the war, the United States has energetically eradicated malaria within 
its own borders and those of Puerto Rico. The United States has also consist- 
ently supported PAHO, WHO, and UNICEF in their malaria eradication policies, 
making large contributions to their budgets. In addition, the United States, 
through ICA and its predecessor agencies, has given extensive aid and profes- 
sional assistance to many countries, first for malaria control, and, in fiscal year 
1958 and fiscal year 1959, largely for malaria eradication. 

Undoubtedly the financial and professional stimulation of malaria research, 
training, and control provided by the United States, and extended through private 
and public agencies since the time of Gorgas, has been a major force in the 
development of the present worldwide malaria eradication program. 

This fact is known abroad and has aroused much favorable comment. It seems 
to me that U.S. moneys spent on malaria control and eradication overseas have 
returned dividends of good will proportionately as great as the dividends from 
any other phase of our program of mutual assistance. When a majority of the 
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countries that are now carrying out malaria eradication with U.S. assistance 
have successfully ended their projects, the prestige accruing to the United States 
cannot but be notable. Of course, if a majority of the projects should fail to 
complete their projects because of financial anemia, there would naturally be a 
considerable loss of prestige. 

Today our interest in this field centers in malaria eradication and con- 
comitant research. The aim is not to eradicate the mosquito but the disease, 
and this has already been done in many wide areas. Fortunately, since the first 
appropriation in fiscal year 1958 for the present projects, there have been no 
developments anywhere in the world that would change the original statement 
that malaria eradication in the countries presently included in the program 
is feasible. 

Certain difficulties have, of course, occurred, as predicted. For example, in 
some areas the species of mosquitoes that carry malaria parasites from man to 
man have become resistant to a residual insecticide. Because this has required 
a change to another insecticide, it has increased the costs of eradication in some 
countries, as in Central America. 

In other areas, local health departments have not been able to organize their 
eradication projects with average speed or efficiency. Delays have occurred that 
will lengthen the eradication period and thus increase the costs. 

In still other areas, the first years of spraying have so dramatically lowered 
the incidence of malaria that large numbers of people have taken up land in the 
formerly malarious areas, built houses, and begun to farm. ~The spraying in 
these areas must continue but obviously: the costs of the spraying and subse- 
quent surveillance will be higher than originally estimated. , 

The resent malaria eradication program in which the United States is par- 
ticipating is worldwide in the sense that the countries concerned are located all 
over the world. But it does not yet embrace all malarious countries and there 
is no reason why it should in the first years. When the present program ap- 
proaches a successful conclusion no doubt other. countries:in need of malaria 
eradication will want to start similar work. Assistance from ICA is being ex- 
tended in fiscal year 1959 to 26 of the 76 countries now concerned with eradica- 
tion throughout the world. Some of the remainder have already eradicated ma- 
laria, Some require no assistance, and some are being aided by WHO, PAHO, 
or UNICEF. One should also note that the U.S.S:R. has a malaria eradication 
program as have several other Communist countries. But in respect of malaria 
eradication, the United States at the moment is clearly ahead of the U.S.S.R. in 
its domestic and oversea accomplishments. 

A point to be stressed is that once malaria eradication has been accomplished 
by a country, experience shows that it is neither difficult nor expensive to main- 
tain freedom from malaria. Total maintenance costs can easily be met from 
local budgets. 

In view of what has been said above, ICA seems to me to be justified in its 
fiscal year 1960 malaria eradication budget request for $35 million. It is my 
opinion that in a number of countries, whether or not the current malaria eradica- 
tion programs will be successful depends on whether or not the United States is 
willing to contribute financial and professional aid. . 

Finally, may I say that I believe it can be convincingly argued that the financial 
and professional assistance supplied by the United States for overseas malaria 
control and eradication has been and is in the best interests of our own national 
welfare and security, because (a) it helps to safeguard our own freedom from 
malaria; (b) it tends to increase our export markets and to reduce the costs 
of imports from malarious areas; (c) it generates a great deal of good will 
toward the United States; and (d) it is a highly publicized worldwide coopera- 
tive project of human welfare. 


Dr. Campse.t. The next program I wish to describe is the commun- 
ity water supply program. This is a new program. 

It is proposed that the United States spearhead greatly increased ef- 
forts attacking the gastrointestinal diseases through the stimulation 
of national programs to provide safe water supplies for human needs. 
Technical support on a broad front is needed to encourage and aid 
the organization and st er of practical programs to serve the water 
supply needs for better health, increased productivity, industrial ex- 
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pansion, and improved standards of living. This attack will be carried 
out in collaboration with other nations, with the World Health Organ- 
ization (WHO), and the Pan American Health Organization 
(PAHO). The sum of $5 million of MSP special assistance funds is 
Preponed to be used for this purpose in fiscal year 1960. 
is proposal has evolved from recent actions on many fronts to 
focus attention on this primary cause of much sickness and death in 
major world areas, the diarrheal diseases. The World Health Or- 
nization, Pan American Health Organization, the U.S. Public 
ealth Service, and on more than one occasion President Eisenhower, 
have all called for combined efforts to help do away with this obstacle 
to economic advancement in many less-developed countries. A de- 
tailed account of this program proposal is contained in the congres- 
sional presentation book (nonregional programs) on pages 47-51. 

With your permission, Mr. Chairman, I would like to offer these 

pages for the record. 
hairman Morean. Without objection they will appear in the 
record. 

Dr. Campsexyt. Lack of safe water supplies for drinking and per- 
sonal cleanliness is a keenly felt need by people almost everywhere in 
the newly developing countries. This situation is most critical in the 
smaller and moderate-size communities. Major efforts and resources 
have been dedicated to providing piped water for the very largest 
cities, but even so the urbanization growth has been so rapid as to out- 
strip existing capacities, often inadequately planned when installed. 
It is not unusual to find capital cities with one-fourth to one-half of 
the urban populace unserved by the public water supply. The in- 
dustrial and economic development of the smaller cities and towns, so 
necessary to stabilize shifting population, almost without exception is 
contingent upon the availability of water. If it is not provided, in- 
dustry will rarely come into an area. 

The Inter-American Committee of Presidential Representatives in 
1957 endorsed a public water-supply program for the Western Hemi- 
na The worldwide needs were considered of high priority by 
the International Development Advisory Board. In March 1958, the 
Surgeon General of the U.S. Public Health Service recommended 
such a program along with others, to ICA as appropriate for early 
implementation. The 88 member nations represented at the World 
Health Organization (WHO) General Assembly at Minneapolis in 
May 1958 resolved in favor of increased emphasis on worldwide com- 
munity water-supply efforts. President Eisenhower in his August 
1958 address before the U.N. General Assembly indicated water short- 
age and disease as two major challenges to Near East development. 
A resolution adopted by the Pan American Sanitary Conference, Oc- 
tober 1958, called attention to the importance of water supply, and 


urged further consideration in program planning. Supporting these 
affirmations of needs and feasibility is the 16 years’ experience in such 
activities by ICA and the Institute of Inter-American Affairs, which 
have demonstrated the technical, administrative, and economic sound- 
ness of water-supply development programs. 

Large sums of money are now being spent by many countries for 
poorly planned, inefficient, and unsafe water systems, not to mention 
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the high per capita cost of water in small communities where pi 
water systems do not exist. With a relatively small amount of assist- 
ance, primarily in the form of technical advice, tremendous improve- 
eres! can be sparked, health conditions can be bettered, and money 
saved. 

To make this pecan effective, it is necessary first to demon- 
strate the principle of partial and later complete reimbursability of 
water systems. This step is fundamental to secure the maximum of 
local funds, to expand the availability of national and international 
loans at low rates, and to employ long amortization plans with judi- 
cious use of national and local grants-in-aid. 

The practicability of such a program is a by the substan- 
tial and growing number of examples of self-supporting water sys- 
tems throughout the world. The lessons derived from this experi- 
ence should be applied to the remaining areas as rapidly as sound 
programs of cooperation can be established, taking into consideration 
the continuing adjustment and adaptation which is required to local 
practices, cultures, and fiscal attitudes. It should not be assumed 
that initiation of this program depends on vast amounts of interna- 
tional aid, neither should it be assumed that this can be a worldwide 
undertaking like malaria eradication. The next 5 to 10 years can be 
used with great profit to expand water facilities in many areas by 
converting public and private groups to accept the idea of using for 
this purpose local and national resources, supplemented where neces- 
~— y bilateral and international funds. 

iterally, thousands of communities are within reach of the goal of 
potable water in or at the homes, if the technologic and fiscal proc- 
esses are made known to and implemented by their governing bodies. 
For such a program, fixed charges on capital rather than the stagger- 
ing capital itself should be the area of emphasis. Water is cheap and 
can well pay for itself. 

We should like to point out how this program resembles closely 
the malaria eradication program in one major respect, but at the same 
time contains one important difference in program concept and ap- 
pene First, the channeling of special funds > pepe for a 

road program of widespread interest makes possible a strong, ef- 
fective program with maximum impact value and credit for US. 
leadership. On the other hand, the community water-supply pro- 
m does not embody the urgent element of simultaneous waeldwide 
all-out effort. The buildup will more logically include a few countries 
at atime. It can within limits be speeded up or slackened in accord- 
ance with available resources and policy. There is no long-range com- 
mitment implied in supporting the first year’s activities in the water- 
supply program. The program is expected to be assessed annually 
to evaluate its So for continuing support. 

It is readily acknowledged that a number of countries are far from 
being prepared to undertake community water-supply programs on 
a national scale, and very likely it will be several years helene some 
can be expected to reach this stage. Preliminary field studies to reveal 
the country level of feasibility would be performed as a basis for 
scheduling cooperative i Story implementation. It is our best esti- 
mate, however, that in the first few years, not more than 15 or 20 of 
the less developed countries will have attained through this program 
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the technologic capacity within a national authority to qualify for 
outright expansion through use of international loans. 

ICA and its predecessor organizations have long been aware of the 
need and the expressed desire for potable water supplies, and have 
had substantial experience in assisting with the development of 
cooperative programs for water-supply development. The accom- 
panying map depicts the extent of current activities in this field. 

(The map referred to is as follows :) 
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Dr. Campseti. This program proposal differs substantially from 
many ICA aided water supply projects for large cities. As presented 
in this proposal, the objective is essentially one of channeling existing 
resources used now in a fragmentary manner, into programs of na- 
tional scope, well organized and able to take responsibility for drink- 
ing water development on a national scale. It does capitalize on the 
experience gained in many countrywide cooperative sin dapery such as 
the ones documented in the attached appendix, “Examples of Country 
Programs Involving National Water Supply Agencies.” It will, how- 
ever, require specialized consultation and assistance to individual 
countries over periods of 5 to 10 years. The immediate objectives of 
this assistance can be defined as giving assistance in planning, organi- 
zation, and implementation, and to encourage cooperating govern- 
ments to take these steps: 

(a) Designate or establish an agency in the National Government 
to organize and promote countrywide community water supply pro- 
grams. If no appropriate agency exists, technical assistance ma 
provided upon request to help organize and develop a staff for such an 
agency. 

Wb) Develop a countrywide community water supply plan. In 
many cases, and especially at the beginning, this would be done in 
cooperation with established ICA or WHO cooperative health 

rograms. 

(c) Establish a community water supply revolving fund from 
which loans could be made for individual community projects which 
meet the required technical and fiscal standards. 

(d) Train a sufficient number of national technicians and establish 
sound personnel systems in national institutions to assume coordi- 
— or directing responsibility for a continuing program based on 
sound planning as well as proper technical and fiscal practices. 

The taking of these basic organizational, legal, administrative, and 
fiscal measures which are essential to the success of the program will 
enable countries to better qualify for bilateral or other international 
loans for waterworks commodities and for the establishment of local 
supporting industrial production. 

xploratory efforts will be concentrated initially on cooperation 
with those countries most interested and advanced in their current 
efforts to plan for sound, busineslike programs of community water 
supply development. 

e technical buildup would gain momentum in fiscal year 1960, 
but could not reach the desirable level of program operation until 
fiscal year 1961 or 1962. Technical staffs of regional centers, country 
missions, and headquarters would be assembled, and regional training 
and development centers started. The illustrative implementation 
schedule for fiscal year 1960 is as follows: 

Millions U.S. 


Allocations to WHO and PAHO $2.6 
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Field personnel 

ICA regional staffs 
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ICA training program, United States and 3d country 
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It is anticipated that full scale operation can be reached in fiscal 
year 1961, requiring $9 to $10 million per year for the above purposes. 

There are many countries with substantial resources to support 
much more adequate programs than presently exist. It is often 
stated that local financial resources are lacking for the development 
of community water facilities. In fact, this is rarely so. Resources 
are often latent, but potentially available. This program is con- 
ceived to supply the knowledge and stimulation for translating these 
resources into effective action for improved health purposes and eco- 
nomic development. 

The new undertaking contemplated here will obviously require 
substantially greater technical resources than are available to ICA. 
Much of this requirement can be met through coordinating our efforts 
with those agencies having such technical resources, such as the Public 
Health Service, the World Health Organization, and the Pan Ameri- 
can Health Organization. A joint program is proposed, with bi- 
lateral and multilateral health agencies pooling efforts to accomplish 
a common objective. 

There are several important factors that contribute to the prefer- 
ence for a combined or joint program, casting WHO, PAHO, and 
ICA in the major international roles: 

(a) The multilateral agencies (WHO and PAHO) are engaged 
exclusively in public health programs and hence have built stro 
ties and close working relationships in this field with nearly all o 
their 88 member nations. They are intimately acquainted with cul- 
tural patterns, administrative practices, program weaknesses, and 
related conditions, important in those countries where ICA has no 
public health missions. 

(6) On the other hand, ICA missions have acquired a comprehen- 
sive understanding of total needs and resources of a substantial num- 
ber of nations, and can bring to bear the considerations of economics, 
and can provide assistance in industrial development, agriculture, 
and other vital fields related to water development. 

(c) Initiative by WHO and PAHO to stimulate national pro- 
graming adds international stature to the program, and can serve to 
complement the assistance available from ICA. 

(¢@) WHO is an effective, highly competent organization, widely 
acclaimed for the role of world leadership it has acquired. 

(e) WHO and PAHO cooperative projects with member coun- 
tries do not include economic assistance (grants or loans), and are 
often handicapped by lack of commodity support. 

(f) ICA-sponsored bilateral programs offer ter flexibility and 
latitude of operating arrangements and meet the conditions in some 
countries more i ge than multilateral program practices. 
WHO would logically be most active in the research, development, 
and education field, while ICA would have major responsibility in 
the technical and fiscal categories to implement action programs. 

Finally, the funding of these activities as a special program will 
highlight the U.S. interest and a of such a fundamental, far- 
reaching, and critically needed public health measure. Such emphasis 
will also be productive in obtaining local support for the essential 
administrative and fiscal changes in Government esa 
We are convinced that use of $5 million of special assistance fun 
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in the manner described will make possible an orderly, soundly con- 
ceived approach to a program that will prove highly popular and 
effective in contributing to improved health and economic develop- 
ment. 


(The program proposal information, referred to previously, fol- 
lows :) 






































Program Summary ($ in thousands) 
F.Y. 1958 Estimate F.Y. 1959 Proposed F.Y. 1960 
5,000 
DETAIL OF PROGRAM (§ in thousands) 
Proposed FY 1960 Program 
' Bilateral Programs: 
Africa 200 
Far East 400 
Latin America 700 
Near East and South Asia 710 
Interregional 390 
Subtotal Bilateral Programs 2,400 
Support of Multilateral Activities: 
World Health Organization (WHO) 1,600 
Pan American Health Organization (PAHO) 1,000 
Subtotal Multilateral Organizations 2,600 
Total Community Water Supply Program 5,000 
Obligctions and Expenditures $ in thousands 
Economic Assistance Obligations Expenditures Unliquidated 
Cumulative 6/30/58 ....... 
Estimate F.Y. 1959 ....... XXX 
Cumulative 6/30/59 ....... 
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Excerpt from Congressional Presentation Book, Nonregional 
Programs, pp. 47-51. 


The program in brief: It is proposed that the United States spearhead a 
worldwide attack on the gastrointestinal diseases through the stimulation of 
national programs to provide safe water supplies for human needs. Tech- 
nical support on a broad front is needed to encourage and aid the organization 
and adoption of practical programs to serve the water-supply needs for better 
health, increased productivity, industrial expansion, and improved standards 
of living. This attack will be carried out in collaboration with other nations, 
with WHO and the Pan American Health Organization (PAHQ), 

Rationale for proposed program: The availability of adequate quantities of 
safe water is essential to combat the widespread incidence of gastroenteric 
(diarrheal) diseases. These diseases are preventable, but constitute a leading 
cause of death and sickness among most of the world's population. No single 
activity holds out more promise of popular benefit directly for the people than 
the development of community water supplies. Lack of safe water supplies 
for daily living demands is a keenly felt need by the masses of people faced 
by this problem almost everywhere in newly developing countries. 

Feasibility: The Inter-American Committee of Presidential Representatives 
in 1957 endorsed.a public water-supply program for the Western Hemisphere. 
The worldwide needs were considered of high priority by the. International 
Development Advisory Board. In March 1958, the Surgeon General of the 
U.S. Public Health Service, recommended such a program, along with others, 
to ICA as appropriate for early implementation. The 88 member nations 
represented at the World Health Organization (WHO) General Assembly at 
Minneapolis in May 1958, resolved in favor of increased emphasis on worldwide 
community water-supply efforts. President Eisenhower in his August 1958 
address before the U.N. General Assembly indicated water shortage and disease 
as two major challenges to Near East development.. A resolution adopted by 
the Pan American Sanitary Conference, October 1958, called attention to the 
importance of water supply, and urged further consideration in program plan- 
ning. Supporting these affirmations of needs and feasibility is the 16 years’ 
experience in such activities by ICA and the Institute for Inter-American Affairs, 
which have demonstrated the technical, administrative, and economic sound- 
ness of water supply development programs. 


NEED FOR THE PROGRAM 


Disease and health: The broad complex of preventable gastrointestinal 
(enteric) diseases includes those transmitted by contaminated water (typhoid, 
cholera, etc.), the diarrheal diseases, and other diseases contact-transmitted 
through poor personal hygiene. The latter group annually accounts for some 
500 million disabling illnesses and 5 million infant deaths, worldwide. Gastro- 
intestinal diseases are especially prevalent and acute in newly developing 
countries. While precise statistical data are not available for some countries, 
analysis of reported causes of death in 16 Latin American countries with national 
and ICA cooperative health programs showed the diarrheal diseases to be the 
leading cause of death in nine of these countries, the second in three countries, 
and to rank third, fourth, or fifth in the other four. An estimated 99.5 million 
people of a total population of 115 million in Middle East countries‘are debili- 
tated in varying degrees by either diarrheal diseases, worm infestations, or 
other diseases maintained by poor sanitation. 

Recent studies in the United States; Brazil, and Guatemala furnish sub- 
stantial evidence that the availability and quantity of water supply for personal 
use in the home will significantly influence the diarrheal disease rates. Studies 
by the U.S. Public Health Service indicate that, irrespective of etiological or 
sociological differences, provision of a potable water supply in sufficient quanti- 
ties and conveniently accessible to people will result in 30 to 60 percent reduc- 
tion in diarrheal disease. 

Cholera, although proven to be transmitted through drinking water by Snow 
in London in 1854, continues endemic in such areas as East Pakistan, Calcutta, 
and others. An estimated 20,000 deaths annually are charged to cholera’ in 
East Pakistan and a higher average in the Calcutta area. Epidemics: in 1958 
occurred in East Pakistan, Bangkok, Calcutta, and in Nepal, with a high inci- 
dence continuing into 1959. This disease, for which no cure is known, can be 
almost eradicated by the elimination of unsafe water supplies and their replace- 
ment with safe water for domestic use. 
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Economic considerations: The panel of sanitary engineering leaders con- 
vened by the Public Health Division of ICA/W in June 1958, concluded that, 
“From an economic point of view, piped water is a basic prerequisite for the 
development of industry, commerce, and tourism. The handling and processing 
of many raw materials is made possible. In newly developing countries, the 
installation of water facilities would provide stimulus for public works of many 
types and would catalyze urban improvement.” Two million deaths and 1 billion 
man-days of labor is the estimated annual toll of enteric diseases in India alone. 
To this economic burden must be added the costs of care and treatment of the 
40 million cases of sickness each year. 

Significant contributions to the national economy of a nation are possible 
through the stimulation of industrial production to meet the supply and equip- 
ment requirements for community waterworks. A soundly conceived program, 
administered on practical business management principles, can go far toward 
achieving financially self-supporting operations thereby permitting the national 
subsidy to be progressively reduced. 

The opportunity for a practical program: In almost every country, there is a 
substantial public pressure for the central government to provide grants for 
community water systems. In most countries, governments spend considerable 
sums every year on water supplies. Unfortunately, however, very little plan- 
ning and organization accompanies this expenditure. These systems are almost 
always developed and operated by inexperienced personnel. Even in the large 
cities appropriate technical and fiscal management is by no means common. 
The fundamental need and opportunity lie in the area of providing a plan to 
assure that the people and governments concerned get a full return on the 
expenditure they are making. Water supply projects supported by ICA in 
several countries provide a valuable resource of data and experience in national 
planning so essential for effective community water supply programs. 

With the relatively recent demonstration of the role of water as the impor- 
tant environmental factor in the control of gastrointestinal disease, and given 
the knowledge of the effort and money being spent on providing water to the 
vast populations of the underdeveloped countries of the world, it is the intent 
of the ICA plan to offer a mechanism for mustering the technical and fiscal 
resources required to stimulate the countries to put order and method into their 
water supply programs. 

Why U.S./ICA participation at this time: Recent months have witnessed a 
eoncerted and redoubled effort on many fronts to generate support for a positive 
and sweeping attack on the enteric diseases, unsanitary living habits, and the 
economic hardships deriving from the acute shortage of water supplies in large 
areas of the world. Evidence of this widespread demonstration of concern with 
water supply needs of the world is noted in the “Feasibility” section of the 
summary at the beginning of this statement. 

Community water supplies are unequaled in popular appeal to all citizens of 
those communities served. As a joint national and U.S. program, they furnish 
tangible evidence of U.S. interest in the well-being of the community. They 
require little or no education or promotion campaigns to gain public support. 
Furthermore, they can be effective in generating community participation and 
civic interest—they are essential in any program of community development. 
More than any other health program, they are suitable as an instrument to 
introduce the philosophy of payment for public benefits received, in contrast to 
the widespread custom of expecting the central government to provide all public 
requirements. 


PROGRAM DESCRIPTION—PREVIOUS ACTIVITIES AND EXPERIENCE 


Latin America: The Institute of Inter-American Affairs, when inaugurating 
cooperative health programs in 1942, started the water supply projects which 
have been one of the most important activities of ICA programs in Latin 
America. These projects were varied in concept but have included construction, 
operation, and in some cases, maintenance of water supplies and training of local 
personnel. 

One of the better examples of these project activities is the Brazil national 
water supply program. This program indicates what can be expected in a long- 
range program. Other important accomplishments of the U.S.-aided health 
programs in Latin America include Honduras, where 105 water systems have 
been completed, and Venezuela, 140 systems. ICA programs in Latin America 
at the close of fiscal year 1958 included 34 active water supply projects. 








MUTUAL SECURITY ACT, 1959 875 


Other areas: In other areas of the world, water supply projects have been 
undertaken early in the ICA program as new country agreements were signed. 
Work is now underway in Cambodia, China (Taiwan), Ethiopia, India, Iran, 
Jordan, Korea, Lebanon, Libya, Nepal, Pakistan, Philippines, Sudan, Thailand, 
and Vietnam. In the Philippines, 8,517 wells have been constructed and 278 
springs have been developed since 1954 for rural areas. In Iran, of 51 water- 
works, agreed upon for construction in 1953, 38 are already completed. 

Program objectives: In the foregoing discussion of previous activities, it is 
apparent that the work so far accomplished in water supply has largely em- 
phasized construction, with little attention being given to waterworks operation, 
management, and amortization of costs. This is not true in all countries includ- 
ing Brazil, Mexico, and a few others. 

The immediate objective of the ICA/WHO proposed program can be defined 
as stimulation and assistance to cooperating governments to take these steps: 

(a) Designate or establish an agency in the national government to organize 
and promote countrywide community water supply programs. If no appropriate 
agency exists, technical assistance may be provided upon request to help organ- 
ize and develop a staff for such an agency. 

(b) Develop a countrywide community water supply plan. In many cases, 
and especially at the beginning, this would be done in cooperation with estab- 
lished ICA or WHO cooperative health programs. 

(c) Establish a community water supply revolving fund from which loans 
could be made for individual community projects which meet the required tech- 
nical and fiscal standards. 

(d) Train a sufficient number of national technicians and establish sound 
personnel systems in national institutions to assume coordinating or directing 
responsibility for a continuing program based on sound planning as well as 
proper technical and fiscal practices. 

These objectives would be accomplished through— 

(a) Increasing technical assistance programs beginning with fiscal year 
1960. 

(vb) Making available external loans on reasonable terms to qualifying 
countries for the partial financing of commodity procurement beginning with 
fiscal year 1961. 

Program content: It is planned in fiscal year 1960 to concentrate on coopera- 
tive countrywide studies, collation of pertinent data and information, and formu- 
lation of practical, logical plans for long-range programs. These measures can 
be geared to the stage of development in each country. For instance, national 
water authorities are already established in several countries, including Mexico, 
Venezuela, Uruguay, Argentina, Chile, Philippines, and India. In addition, 
authorities are in process of being established in Ecuador and Honduras, with 
the assistance of the U.S.-aided health programs. ICA has participated to 
varying degrees in the establishment of authorities in all of the countries noted 
with the possible exception of Uruguay and Argentina. 

An increase in technical assistance will be needed in order to develop the plans 
and staff required for national programs. In countries where WHO is carrying 
out environmental sanitation work, their program also can be reinforced. Since 
the United States, however, has an overwhelming share of the technical compe- 
tence in this field and long experience in developing such programs, ICA will 
have to assume major responsibilities in providing technical assistance. 

Technical assistance will be needed for the entire life of the program, with 
the demand rising rapidly during the early years, leveling off, and finally 
dropping as the national water authorities are brought to peak operational 
efficiency. Generally speaking, this support can be divided into certain main 
functional areas, including: Basic studies; training; developmental research ; 
design and construction; operation, maintenance, and management; and indus- 
trial development. 

FINANCING OF PROGRAM 


Technical assistance activities: For fiscal year 1960, it is proposed to make 
use of special assistance funds in the amount of $5 million, of which $2.4 million 
will be programed bilaterally and appropriate arrangements will be made with 
WHO and PAHO to enable them to participate in the program. Two and six- 
tenths million dollars is included for specific multilateral activities in this field. 
These multilateral and bilateral funds would be spent for technical assistance 
activities, including the assignment of consultants, training of participants, local 
training, operation of demonstration projects, university and commercial con- 
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tracts; and for commodity purchases and direct support of research and training 
facilities. 

It is planned during fiscal year 1960 to conduct surveys for gathering basic 
engineering data from which standards for design and operation can be estab- 
lished ; to determine the stage of development of water authorities in cooperating 
countries, so as to begin the development or reorganization of these authorities 
along efficient lines; to determine local availability of materials and equipment 
and potentiality for establishing local industries in support of the program; 
and to staff those ICA missions in countries which have reached a working 
program level, or which desire assistance in program planning. 

ICA, WHO, and PAHO programs would cover the same functional areas and 
would be coordinated so as to avoid duplication of activities. Such collabora- 
tion has been shown to be feasible in the operation of the malaria eradication 
program. Each organization has certain resources in personnel and material, 
certain experience and cultural aspects which make it desirable and extremely 
advantageous to institute a coordinated multilateral and bilateral approach. 

For the future, it is estimated that during the peak year of activity (fiscal 
year 1964 or 1965) an approximate total of 100 technicians, mostly sanitary 
engineers, will be required by ICA, WHO, and PAHO together, including those 
currently engaged in similar work. This appears to be an attainable figure on 
the basis of available manpower resources. Approximately $9 million per year 
would maintain the maximum level of operation for technical assistance. 

External loans to national water authorities and to support private industry: 
Through the charging of water rents, there is inherent in municipal waterworks 
programs the potential for reimbursement of the capital and operating costs 
required. The program proposed for future years would take advantage of 
this potential by using loans to finance the importation of equipment which is 
not yet available in most countries. 

In order to encourage the development of permanent national water authori- 
ties, it is proposed, beginning in fiscal year 1961, to make external loans to such 
agencies when they are established with satisfactory operating authority. These 
national water authorities would then finance individual construction projects 
within the country by direct contract or by reloaning funds to municipalities 
who would let the necessary contracts. This would vary from country to country, 
depending on local government authority. 

As stated above, external loans would largely be used for importation costs. 
Other costs would be paid in local currency appropriated by the national govern- 
ment for this purpose. In a great many Cases, the present level of expenditure 
by cooperating countries would cover future local costs. Loans to the national 
water authority would be required only until the industrial potential, described 
in the following paragraph, operates to supply the commodity requirements. 

External loans currently available for industrial expansion would be attracted 
to the support of needed facilities for production of pipe, valves, pumps, and 
other commodities. The creation of industrial production facilities thus would 
make possible the utilization of local currencies to procure essential commodi- 
ties and reduce the need for foreign exchange. In fact, it is hoped the national 
programs would ultimately operate as self-supporting activities. The waterworks 
construction operations would assure a satisfactory demand for the products 
of these industries. Programs in countries whose water-supply needs would 
not justify the creation of industrial production facilities could utilize materials 
imported from adjacent industrialized countries with whom trade agreements 
would permit payment in local currency or barter. Individual projects (depend- 
ing upon size) would be to some extent self-liquidating by means of water-use 
charges or other fees. The amount currently being budgeted for water-supply 
development would, in many countries, be adequate to meet the national require- 
ments much more effectively through planning and development along sound 
lines technically and economically. 

In order to qualify for loans, cooperating governments would meet minimal 
conditions, including— 

Satisfactory provisions for meeting local (national) funding requirements 
in local currency ; 

A sound legal and administrative framework for the national water- 
supply agency, to assure businesslike operations ; 

A corns of qualified personnel provided with essential facilities to enable 
sound technical and administrative program execution ; 
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A progressive plan for development of maximum local production of sup- 
plies and equipment, including procurement and utilization of commodities 
that might more feasibly be imported from other ‘’soft” currency nations. 

It is anticipated that at least a year of cooperative effort will normally be neces- 
sary to enable the governments to take the steps outlined above. During this 
year, the activities for which the $5 million is requested, and which are pre- 
requisite to effective program implementation, will be undertaken. 

It should be clearly understood that the program of activity outlined for fiscal 
year 1960, and the taking by other governments of the necessary. legislative 
budgetary and organizational steps preliminary to qualifying for loans, requires 
an assumption that in fiscal year 1961 sources for loan financing can be expected. 

Other financial sources for aiding national programs: To the extent available, 
important reliance could be placed on foreign currency accounts existing as coun- 
terpart funds and under the provisions of section 402 of the Mutual Security Act, 
and of Public Law 480. Both grants and loans are possible, under prescribed 
conditions. 

Private enterprise, both United States, host country, or third country, would 
be encouraged and assisted by all available resources. Production facilities for 
waterworks and related supplies and equipment could qualify for such aid as 
ICA investment guarantees, economic aid programs sponsored by ICA and inter- 
national lending agencies. Possible sources of private lending agencies would be 
explored and encouraged to the maximum extent feasible. 


SCOPE AND PLAN OF ACTION 


The program scope and plan of action as described here does not constitute 
a rigid predetermined pattern. Social, cultural, fiscal, and political differences 
among countries should and can be accommodated through careful study and 
adaptation, accompanied by sound educational efforts. Such flexibility can apply 
to timing and speed of program operations, as well as to scope and method. 

It is fully recognized that a number of countries are far from being prepared 
for undertaking a national water supply program, and some few are not expected 
to reach a suitable level of readiness within the next several years. Hence the 
provision for preliminary field studies is to gage relative feasibility, as a basis 
for scheduling program initiation in different countries to build up gradually 
and phase out by degrees. 

The funding of these activities as a special program, including loans to finance 
capital imports and local industries, is important to aid in overcoming some of 
the traditional maladministration practices, to attract. competent personnel, and 
to provide stronger assurance of financial support as a basis for effective program 
planning. 

In general, ICA experience has shown that the insistent demand for water 
supply has led a number of national governments to grant funds to defray 
eapital charges for design and construction, consumer payments being used for 
operation and maintenance. In Mexico, construction loans are also repaid in 
part from receipts for water service. The problem, however, is to systematize 
and expand these efforts through technical cooperation in the organization of 
national water authorities or their equivalent, to collect data as to water re- 
sources, to develop an orderly financing program, to design and construct 
municipal water supplies, and to provide technical supervision over operation 
and maintenance. 

U.S. technical cooperation has been most needed in the initial phases of ad- 
ministrative planning and technical organization with limited U.S. dollar funds 
being used to purchase equipment and materials not available locally. The 
more soundly planned programs growing out of these efforts have tended to ex- 
pand in capital expenditures and rate of construction because of the growing 
support from the public. There are definite limits, however, to national funds 
available for the inauguration of new or expanded programs. 


APPENDIX 
EXAMPLES OF COUNTRY PROGRAMS 
INVOLVING NATIONAL WATER SUPPLY AGENCIES 
1. BRAZIL NATIONAL WATER SUPPLY PROGRAM 


In 1942 at the beginning of the cooperative health program, the IIAA fur- 
nished technical assistance and all funds needed for the design and construc- 
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tion of water supplies for municipalities in selected areas. Gradually, U. W. 
grants were reduced until by now they are only 3 percent of a greatly expanded 
total annual sum. Brazilian funds now amounting to about $2.8 million annually 
have been granted from income tax receipts, or from development banks serv- 
ing several depressed areas, and occasionally in part from the municipalities 
themselves. Since 1942 about 450 small supplies have been completed, are now 
under construction, or are under design. 

A bill is now before the Brazilian legislative branch to establish the same 
annual fund of $2.8 million to form a revolving fund for loans without interest, 
instead of direct grants. The loans are to be repaid in about 10 years by each 
municipality benefited. 

The annual allocation of $2.8 million, together with the repayment of loans 
to the Federal Government will create a growing revolving fund, which will 
permit within 15 years the financing of 1,275 small supplies serving an average 
of 5,000 people and now costing an average of $56,000 each. This is in contrast 
to a total of only 750 supplies which could be financed with the same Federal 
expenditure allocated as grants rather than loans. The annual appropriation 
will be continued until an adequate balance is maintained by loan repayment to 
satisfy yearly requirements for new construction. 

Operation and maintenance of completed systems in the Brazil program is by 
autonomous municipal water departments, subject to the joint authority of the 
mayor and the special public health service of the Federal Government. Water 
rates are adjusted so that the consumers pay the cost of operation and mainte- 
nance, although it is necessary to install public hydrants to serve those too poor 
to afford house connections. Rates of $0.12 per 1,000 gallons are generally 
adequate for this purpose. This amounts to an average of about $6 per family 
per year. 

The water-supply program in Brazil has, besides materially reducing the inci- 
dence of enteric disease, led to a marked increase in the number of engineers 
interested in this field. Most waterworks equipment and materials, previously 
imported, are now manufactured in Brazil. There has developed an insistent 
demand for more and more water systems to be constructed for the small cities. 

The Brazilian program illustrates the results of technical cooperation and 
U.S. funds in stimulating the formation of a national agency to supervise the 
financing, planning, construction, and operation of a growing number of supplies, 
especially for smaller municipalities in the less developed areas of the country. 
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2. INDIA NATIONAL WATER SUPPLY AND SANITATION PROGRAM 


This program was initiated under bilateral agreement signed in 1954, with 
actual water-supply construction beginning in fiscal year 1956. Prior to the 
agreement, which followed development of organizational plans by the National 
Health Ministry aided by USOM public health staff, there had been no national 
water-supply program. 

The general plan or organization follows a federal-state relationship pattern 
similar to the U.S.A. and fitting into India’s basic governmental pattern. It 
involved establishment of a central public health engineering organization in the 
National Ministry of Health and of public health engineering departments in 
each state. The state organizations perform design of water and sanitary 
drainage systems, management and supervision construction and technical super- 
vision of local operation and maintenance. The national organization makes 
final review of construction plans and has other coordinating and supervisory 
functions, including allocation of funds. 

The scope of the program takes in urban and village water supplies and urban 
sanitary drainage systems. Up to the present, it has been almost entirely an 
urban program, with 258 urban water-supply and sanitary drainage projects 
approved and either scheduled for construction, or completed. These have a 
total estimated cost of about $110 million and an average cost of $410,000. 

Financing is four way ; USOM participation is entirely with GOI. According 
to latest available data (June 30, 1958), USOM has supplied $6.38 million against 
total country commitments by and through GOI, of $400 million equivalent, a 
ratio of about 1: 60. 

The GOI matches state and local contributions on a 50-50 loan basis with the 
states in turn making their financial arrangements with the local governments. 
A few major cities may be handled by GOI on a more direct basis. Indigenous 
products used in water-supply systems include pipe, valves, fittings, meters, and 
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pumps. While the supply of some of these items is not equal to demand, produc- 
tion is increasing. 

At the present rate of progress, the existing needs of Indian cities will be 
eared for in about 50 years. 


3. MEXICO NATIONAL WATER SUPPLY PROGRAM 


In 1947 the Federal Engineering Law was passed to stimulate the construction 
of municipal water supplies through cooperative projects involving the loan 
of Federal funds. The Ministry of Hydraulic Resources was given the respon- 
sibility of executing activities related to the provision of potable water through- 
out the country. A very important point in this law is the power it gives the 
Federal Government to provide construction services, including the operation 
and conservation of systems, and the recuperation of loans. The Federal funds 
so recovered can be added to currently appropriated funds for the development 
of new projects. 

The majority of the projects originate through requests made by the inter- 
ested local citizens, which are presented either directly to the Ministry of 
Hydraulic Resources, which is charged with determining the extent of financial 
cooperation of those concerned, or to the Ministry through municipal or State 
authorities. In addition to the loan funds provided by the Federal Government, 
the following sources of funds are also available: (1) municipal governments ; 
(2) State governments; (3) loans from a special government bank; and (4) 
funds from private individuals obtained through local civic groups. 

When the interested citizens have reached agreement, the Secretary of Hy- 
draulic Resources includes in his annual program of activities the sum which 
the Federal Government must advance, and once this is approved, he formulates 
the cooperative agreements and begins to organize the actual projects. If Fed- 
eral funds are utilized, the plans are formulated by the Ministry of Hydraulic 
Resources ; if no Federal funds are utilized, the Ministry of Hydraulic Resources 
approves the plans and provides for inspection during construction. The con- 
struction may be carried out either by the Ministry through contractors or the 
contribution of local materials and labor, or through arrangements made by 
local “Juntas de Agua Potable” composed of representatives of Federal, State, 
and local governments, as well as the public. Once the construction is com- 
pleted the management of the system is given to the local Junta, although the 
Ministry plays a very important role in this phase also. 

In 1956, the Law of Cooperation for Provision of Water Supplies to Com- 
munities was passed. Through this law, the Federal Government, through 
the Ministry of Hydraulic Resources, may cooperate with local authorities 
through the apportionment of outright grants covering one-half of the cost 
of projects in localities with less than 30,000 inhabitants, and one-third of 
the cost in larger communities. The new law does not preclude the use of reg- 
ular Federal loans mentioned previously. 


4. PUERTO RICO INSULAR WATER AND SEWERAGE AUTHORITY 


The accomplishments of the Insular Water and Sewerage Authority since its 
establishment in 1945 is a good example of what can be gained through efficient 
management and operation. Even though Puerto Rico may represent an atypical 
case in the improvement of a lesser developed area in a very brief period, many 
of the problems are similar to those in Latin American countries and elsewhere. 

The 75 existing water systems taken over were in a decrepit condition due 
to neglect by municipal authorities and in great need of rehabilitation, improve- 
ment, and enlargement of sources of supply and distribution systems. Few, 
if any, were collecting sufficient revenues to meet indicated needs. Water serv- 
ice on a 24-hour basis existed in only 6 out of the 75 supplies. There was essen- 
tially no service to rural inhabitants. 

Although no bonds were issued until 1949 for major reconstruction and new 
construction, by 1955 Puerto Rico claimed to be one of the few countries of the 
world with continuous safe water service in all 75 of its towns and cities. 

In addition to a program of major expansion of supply and distribution system 
extensions to catch up and keep pace with Puerto Rico’s rapid population growth 
and urban development rate, large scale rehabilitation was undertaken to repair 
leaks, restore water main capacities by cleaning, and to install, repair, and 
read water meters. In 3 towns, installations of water meters alone resulted 
‘in 24-hour daily service in place of the previous 6 hours’ service. 
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Although water rates are modest and construction costs high, the program is 
self-liquidating, and the authority's bonds which are secured only by revenues 
carry coupon rates ranging from 3 to 4 percent. 

The rate charged domestic consumers is 43 cents per thousand gallons, equiv- 
alent to about $3 per month for a family of five at representative consumption 
rates for the U.S. mainland and far less than that for the average Puerto Rican 
family. 

The balance sheet for the fiscal year ending June 30, 1957, shows water reve- 
nues amounted to $644 million. Water supply operating and maintenance 
charges amounted to less than $2 million. Although sewerage service is prob- 
ably performed at a loss, there was a surplus of $0.5 million for the combined 
account after meeting all expenses, including bond interest and amortization, 
depreciation, reserves, and an allocation of $0.6 million for operating revenues 
for improvement and extension. Outstanding bonds amounted to $30.6 million, 
as compared with utility plant assets of $98 million at original cost, a portion of 
which was financed by the general government. The reserve account totals 
$12.7 million. Free water from over 3,000 public hydrants on water mains is 
also being provided to nearly 700 rural communities. The cost of this water is 
paid for by the general insular government. The overall urban water supply 
system was 82 percent metered at the close of the fiscal year. 


STATEMENT OF ABEL WOLMAN,.DocTor OF EXNGINEERING, CONSULTING SANITABY 
ENGINEER: CHAIRMAN .EMERITUS, DEPARTMENT. OF SANITARY. PNGINEERING, 
JOHNS HopxkKINs UNIVERSITY; PRESIDENT, AMERICAN PUBLIC HEALTH ASSOCI- 
ATION, 1938; PRESIDENT, AMERICAN WATER WoRKS ASSOCIATION, 719425 SPECIAL 


CoNsSULTANT, WHO, PAHO, ICA, AEC, as PRESENTED BY Dr. EUGENE P. 
CAMPBELL 


The development of community water systems to be piped into the house or 
immediately adjacent thereto represents one of the most promising of global 
efforts. The provision of water to. aggregates of people new without this 
amenity assumes increasing importance because of the impact of such an effort 
upon public health, industrialization, tourism, and housing. 

One of the greatest causes of death and illness in most. parts of the world 
outside of the Western Hemisphere is in the diarrheal diseases., A considerable 
reduction in these enteric diseases is to be expected when people have easy 
access to safe water for drinking and ample water for personal cleanliness. 

The expansion of industry, almost without exception, is contingent upon the 
availability of water. Without water, industry cannot exist. If it is not pro- 
vided, industry will not come into an area. 

The housing requirements of the world are enormous. They cannot be met 
by buildings alone. Housing projects have been built into which people cannot 
move because water has not been provided. 

The tourist everywhere encounters either water unsafe to drink or none at 
all at various times of the day. 

All of these deficiencies take their toll of life, curtail economic development, 
and restrain the growth of higher standards of living. All are correctible if 
a militant program for community water systems is pursued with maximum 
utilization of local resources of manpower, materials and money. 

To make such a program effective requires a new and imaginative approach to 
fiscal support by means of maximum local funds, expansion of the availability 
of national and international loans at low interest rates and long amortization, 
judicious use for stimulation purposes of grants-in-aid, and the rapid develop- 
ment of the principle and the reality of partial or complete financial reim- 
bursability and self-support of water systems. 

Faith in the practicability of such a program is a first requisite for a world- 
wide attack. That such a faith is realistic is supported by the great number 
of examples of self-supporting water systems throughout the world. The lessons 
derived from this vast experience should be applied in whole or in part to the 
remaining areas, after continuing adjustment to local practices, cultures, and 
fiscal attitudes. 


It should not be assumed that a worldwide program must await the existence 
of vast amounts of international aid. 
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The next 5 to 10 years can be used with great profit to expand water facilities 
in many areas by converting public and private groups to the acceptance of the 
feasibility of such rapid expansion with local and national: resources, supple- 
mented by bilateral and international funds. The latter sources of money are 
often of minimum necessity for the success of the program. 

Literally millions of people are within reach of the goal of community water 
in or at the house, of safe quality and ample quantity, if the technologie and 
fiscal processes of providing them are made known to their governing bodies. 
For such a program, fixed charged on capital rather than the staggering capital 


itself should be the area of emphasis and disclosure. Water is cheap and can 
well pay for itself. 


Such a global program should be accompanied by a well-integrated division of 
responsibilities among national and international agencies. It may be suggested 
that WHO have a major responsibility in the whole complex of leadership in 
education of officials in the administrative requirements; ICA in the technology 
and finance features ; the national and international banking units in the develop- 
met of credit; the national and local political units in execution of projects. 
Sharp divisions of responsibility are impractical. Mssentially, however, WHO 
would be most active in the research, development and education field, while 


ICA would have both technical and fiscal opportunities to implement action 
programs. 


The lending or banking agencies have fairly well defined functions historically. 
The strengthening of interrelationships among all of these is essential. 

Dr. Campsetu. I now would like to give a short statement on the 
international medical research program which is as follows: 

We are proposing the use of $1 million of special assistance funds 
for international medical research. These funds will help to imple- 
ment the plans for international medical research developed by the 
WHO using a grant made for that purpose by the United States in 
fiscal year 1958 from HEW appropriated funds. 

This program is described in detail on pages 53-55 of the nonre- 
gional presentation book. 

If the committee has ‘questions on the substance of the program, 
answers can be supplied during the question period: 

Mr. Chairman, may I make two general remarks on these three 
programs: 

I think all of you here realize that these three areas—malaria, water 
supply, and medical research—are areas in our life in which we 

ericans have tremendous material and professional resources. 
This is known to many of our colleagues abroad and as a matter of 
fact, we are quite proud of the progress we have made in these par- 
ticular fields over a period of years. 

Our willingness to give a helping hand in these areas has been very 
highly appreciated throughout the world. This has been a very 
important thing to us, but more than this, I would like to say that, 
by virtue of the fact that our Government has made it possible for 
doctors, engineers, and nurses to go abroad and work with our col- 
leagues in other countries, help them on their daily round of problems, 
work daily with them to help solve problems, to work out adapta- 
tions, to provide experience, combine experience and to build toward 
the development of health activities, this type of authorization and 
this type of work has led to the realization that institutions, demo- 
cratic institutions, are beginning to grow in many countries as a result 
of this cooperation. This has led to a feeling among us as Americans 
and many of our colleagues abroad that there is a creative process in 
this cooperative work. “We have gotten something out of this collab- 
oration that is extremely important to us. 
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This we feel is very important as far as it is related to these par- 
ticular three programs on which we have such a large amount of 
professional and material resources. 

The other point which I would like to make is as follows, and I 
think I express the feelings of my ICA colleagues in health, who 
number 343 at last count. Three days from today will mark 17 years 
that I have had the perry to work in this international cooper- 
ation work. Most of this time has been spent in our overseas pro- 
grams out in the field. I can assure you that during this period of 
time I have noted a very important change in attitude of the people 
and our colleagues in other countries from the time of the war period 
up to the present. People in the cooperating countries have changed 
their interest in us from being powerful allies during the war period 
to one in which there has developed a feeling among our colleagues of 
growing individuality. There is a hunger for the development of 
themselves, self-appreciation, the development of independence, and 
a realization among the people and especially our colleagues that 
things can be accomplished which lead toward institution building. 

We must realize that this change in attitude represents progress 
and that we can take real credit in the fact that this feeling of grow- 
ing independence is good and very important. I should like to say 
that this 17 years has been the most rewarding and inspiring period 
of my professional career. 

Thank you, sir. 

Chairman Morean. Dr. Porterfield. 


STATEMENT OF DR. JOHN D. PORTERFIELD, DEPUTY SURGEON 
GENERAL, PUBLIC HEALTH SERVICE, DEPARTMENT OF HEALTH, 
EDUCATION, AND WELFARE 


Dr. Porrerrreip. I am Dr. Porterfield, the Deputy Surgeon Gen- 
eral of the Public Health Service. 

Mr. Chairman and members of the committee, it is a privilege to 
appear before your committee and give the Public Health Service’s 
views. I should add parenthetically, that these views are much more 
than a form of friendly support. The Public Health Service is very 
intimately concerned and involved in the health programs of the 
International Cooperation Administration. I think at the present 
time we have something more than 150 of our Public Health Service 
officers on loan to ICA for assignments in the various foreign health 
missions in the different countries. 

Slightly over a year ago Dr. Burney, the Surgeon General, went 
to the Pacific area and went on into the Far East to visit a great 
many of these missions personally and to see the work that is bein 
done. It was my good fortune only about a month ago to atten 
a regional conference of ICA health mission leaders in Lima, Peru, 
where I was able both to hear the kind of friendly international coop- 
eration that went on in the health fields, and also to see, to some 
limited extent in the field, the effect that this work is having upon 
the health of the peoples of the world. 

We favor this attack on the human suffering, infantile death, and 
economic loss caused by the almost universal prevalence of a broad 
complex of gastrointestinal disease which can be prevented with clean 
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water. These diseases include cholera, typhoid and paratyphoid fever, 
many of which were common in our towns and cities less than 50 years 
ago, and the more recently recognized bacterial and virus infections. 
The fact that these diseases are no longer important health problems. 
in the United States is attributed in large measure to safe water being 
readily available to every citizen. 

In the rest of the world some 500 million persons each year have 1 
or more illnesses due to these diseases. An estimated 5 million infants 
die each year. 

Gastrointestinal diseases are especially prevalent and acute in the 
newly developed countries. In Latin America they were the leading 
cause of death in nine countries, the second cause of death in three coun- 
tries, and third, fourth, and fifth in four other countries. In addition 
to the human suffering and death these diseases cause, they represent 
a tremendous economic loss to the development of growing nations. 
Two million deaths and one billion man-days of labor is the estimated 
annual toll of enteric diseases in India alone. To this tragic economic 
burden must be added the cost of care and treatment for the 40 million 
cases of illness they cause in India each year. 

In 1944 the estimated cost to Venezuela per year due to death and 
illness from diarrheal diseases plus the cost of medicine and medical 
services was approximately $39 million, 8 percent of the national pro- 
duction of that country. Burdens such as these impede progress 
toward economic sufficiency to which the programs of ICA are aimed. 

The principal factor in this problem is the scarcity of adequate quan- 
tities of potable water in a sizable area of the world. Documentary 
evidence of the importance of safe municipal water supplies in con- 
trolling and preventing waterborne outbreaks of typhoid fever and 
cholera is unquestionable. Reduction in diarrheal diseases has usually 
resulted either directly from water supply improvement or indirectly 
from the chain of events created by this measure. 

By personal observations and through Public Health Service officers 
on detail to ICA missions, I know that the United States through ICA 
and its predecessor agencies has given some assistance, on a bilateral 
basis, in developing community water supplies over the past 15 years. 
These have met only in a limited way the objectives of the proposed 

ro ; 

Stimulated primarily by their success in launching an effective 
malaria eradication program, there has been a concerted and redoubled 
effort on the part of national governments and international agencies 
to generate support for an expanded and sweeping attack on diarrheal 
diseases, other filth-borne diseases and the economic loss resulting from 
the acute scarcity of water for human needs. For the second consecu- 
tive year environmental sanitation and water supplies are principal 
items on the agenda of the World Health Assembly. 

The Public Health Service to the extent of its resources is assisting 
the International Cooperation Administration in developing a plan 
to meet this demand. It has participated with ICA in the delibera- 
tion of a panel of Jeaders in the field of sani engineering and 
waterworks financing on this problem. It is the belief of these 
experts that by improving the quality of the engineering, planning 
and administration of water supply projects now being consid 
in the underdeveloped countries, these projects can be made sound eco- 
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nomic ventures which will qualify for consideration for loans of gov- 
ernmental and private financial institutions. 

It is the expressed intent of the International Cooperation Admin- 
istration’s plan to offer a mechanism for mustering the technical and 
financial resources required to assist countries put order and method 
into their water supply programs and to place them on a sound tech- 
nical and financial base. These activities would involve the evalua- 
tion of countrywide water supply plans, guidance in establishing and 
operating sound fiscal practices, the training of indigenous techni- 
cians, the stimulation of research as needed to develop methods, ma- 
terials, and equipment practical for local sitautions.._ Also, the stimu- 
lation of industrial enterprises in these countries which will satisfy 
the construction and operational requirements of community water 
supplies. The ICA proposal includes extensive use of the World 
Health Organization and the Pan American Health Organization in 
carrying out the program. 

The World Health Organization has been particularly successful in 
the training of technical personnel. Its advisory services, utilizing 
expert committees, consultants, and specialists in the various fields, 
have provided one of the areas of progress in recent years. Also, it has 
made a substantial contribution to international work through the 
development and publication of technical manuals, specifications, and 
standards. The continued development of these activities are most 
helpful to a worldwide community water supply program. 

In addition, the bilateral health activities of ICA touch only 43 coun- 
tries. Through the participation of WHO and PAHO, whose mem- 
bership is more than 88 countries and their dependent territories, the 
program can reach all areas of the world, particularly those in tropical 
Africa, into which U.S. health assistance has not yet penetrated. Ina 
health ag a chaps of this scope, the World Health Organization is not 
only a valuable ally but an indispensable partner. 

We in the Public Health Service are convinced that community 
water supply is one of the major unmet health needs of much of the 
world. e believe this proposal of ICA represents a pene et ap- 
proach, it is reasonable and economical, and includes the kind of tech- 
nical and administrative assistance the United States is well qualified 
to provide. 

In closing, may I say a few words about malaria. This worldwide 
program represents the first effort of the nations of the world as a 
group to eradicate a disease. The active participation of more than 

0 nations insures success, provided that each nation, including the 
United States, can continue to give the financial and technical assist- 
ance required over the next few years. 

In 1957, Dr. Burney, Surgeon General of the Public Health Service, 
testified as to the validity and technical feasibility of this program, as 
jointly planned by the World Health Organization, countries having 
malaria, and the International Cooperation Administration, with the 
assistance of the Public Health Service. We continue to endorse this 
effort and will support it in every practical way. 

The same can be said of support to WHO in the field of research. 
Nations are not unique in their possession of research competencies 
and the best results in this type of enterprise can only be obtained 
through worldwide cooperative endeavor. WHO is at present com- 
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pleting the development of the plan asked for by the United States 
at the last Assembly under a grant from the National Institutes of 
Health of the Public Health Service. The PHS believes strongly in 
the effectiveness of the international approach in obtaining new know!l- 
edge of disease and diseases processes. The Director of the National 
Institutes of Health of the PHS was a member of the group which met 
to advise the Director General on the overall planning of a program 
and PHS has seconded one of its leading research administrators to 
assist in the study of worldwide research capabilities and require- 
ments and has sent 12 of its outstanding technical personnel to advise 
the Director General on research needs in selected fields. From the 
preliminary presentation to the executive board in January, we are 
confident that an important proposal will be put before the Assembly 
in May, and will merit full support in the furtherance of medical 
research. Thank you. 

Chairman Morean. Thank you, Dr. Porterfield. 

Mr. Grant. 

Mr. Grant. Thank you, Mr. Chairman. 

The next two proposals for review by the committee relate to the 
field of private enterprise. 

Mr. Edwin H. Arnold, Deputy Director for Private Enterprise, will 
testify to a part of it, and Mr. Charles B, Warden, Chief of the In- 
vestment Guaranties Division of the Private Enterprise Office, will 
testify to another part. 

I might say very briefly that there has been increasing emphasis on 
enlisting the skills and capital of private enterprise abroad. Mr. 
Saccio, when he testified before the committee on the 25th of March, 
described the establishment of the new Private Enterprise Office in 
ICA under Mr. Arnold. 

Since then, the Congress has received a special report pursuant to 
section 413(c) of the Mutual Security Act entitled “Expanding Pri- 
vate Investment for Free World Economic Growth.” I believe the 
committee has seen copies of this report. 

This report—the findings and recommendations of it—supports the 
proposals for the program envisaged in the investment incentive fund 
that Mr. Arnold is going to talk about and the broadening and 
strengthening of the investment guaranty program that Mr. Warden 
will supply. 

Chairman Morean. Mr. Arnold. 


STATEMENT OF EDWIN H. ARNOLD, DEPUTY DIRECTOR 
FOR PRIVATE ENTERPRISE, INTERNATIONAL COOPERATION 
ADMINISTRATION 


Mr. ArNnotp. We are requesting the Congress to do two specific 
things to enable the US. Covenant to encourage more effectively 
the expansion of the role of private enterprise in carrying out the 
purposes of the Mutual Security Act: 

1. Approve the inclusion in the special assistance appropriation of 
an amount of $5 million for an investment incentive fund for projects 
and programs to accelerate private enterprise and investment in the 
less developed countries ; and 

2. Siodes and strengthen the existing investment guaranty pro- 
gram in encouraging American investment abroad. 
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These two sets of activities are directed at meeting two crucial 
needs—the need to assist efforts of countries which want to encourage 
more private economic activity within their economies, and the need to 
encourage sources of American private investment capital and know- 
how to invest abroad. 

I want to take up first the problem of stimulating local private 
enterprise in the less developed countries in connection with our re- 
quest for the investment incentive fund of $5 million. This commit- 
tee is well aware of the benefits that could flow from vigorous private 
initiative both in accelerating the rate of economic growth and in 
building free societies whose citizens have a stake in preserving their 
freedom and dignity. Pertinent sections of the Mutual Security Act, 
particularly the provisions of section 413, illustrate the importance 
attached by the Congress to measures relating to increasing the par- 
ticipation of private business in the economic growth of the less de- 
veloped countries. 

In this connection, the recent interim report of the subcommittee 
under the direction of the chairman identified the need for developing 
that kind of entrepreneurial interest in industrial-type projects “pre- 
pared to take the initiative in organizing and pushing forward the 
undertaking.” 

This is the emphasis which underlies the functions of my office— 
the importance of expanding the application of private commercial 
judgment and experience, as well as private capital, skills, and initia- 
tive. 

The encouragement of private enterprise has been an important 
objective of the mutual security program since its inception and 
American private enterprise has participated in carrying it out. The 
program as a whole contributes to building the foundation on which 
private economic activity must be based. 

Elements of the program have helped to provide the security and 
the political and financial stability without which private enterprise 
cannot be expected to flourish. Country programs, as you know, have 
included assistance for many of the basic facilities—the roads, the 
railroads, the ports, the power, the communications—on which pri- 
vate business must rely. Our technical assistance programs have 
helped governments to improve their services in the fields of health, 
administration, agriculture, education, and other services vital to the 
development process. Our commodity assistance programs have been 
important sources of equipment and raw inbtectals which local busi- 
nesses purchase for the establishment of new plants and the operation 
and expansion of existing plants. 

In addition to the general effect of such program activities, we have 
assisted a wide variety of projects specifically directed at encouraging 
local private enterprise. Our programs have helped train entrepre- 
neurs. We bring nationals of other countries to the United States to 
study manufacturing practices. We send industrialists to foreign 
countries to help and give advice to private business. We send many 
foreigners to Puerto Rico to see firsthand what private business has 
actually accomplished. We have helped establish industrial develop- 
ment centers—institutions which furnish a broad range of technical 
and other skills needed in creating, expanding, and operating business 
enterprises. 
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We have assisted in establishing local lending institutions—ranging 
from special loan funds administered by commercial banks to for- 
mally organized developments banks in less developed countries. One 
of the most important uses of local currencies administered by ICA 
has been to provide local capital to such institutions. These sources 
of credit on a medium- or long-term basis can be essential financing 
instruments for private enterprise in the developing countries as the 
development process accelerates. We have provided technical assist- 
ance in drafting legislation necessary for effective business operations. 
We have supported projects for industrial research, industrial dis- 
tricts, and labor education programs. 

While projects to encourage private enterprise are not new, what is 
new is the emphasis which we are giving to an organized and specific 
concentration in our programing activities on the private sector of the 
economies of the developing countries. 

The establishment of the Office of Private Enterprise in ICA 
reflects this new emphasis. 

It is of vital importance to emphasize the need for a vigorous local 
tradition of private initiative. The fact needs to be faced that, what- 
ever is done to stimulate American private investment abroad, the 
end result can be contrary to American interests if at the same time 
the growth of local ownership of and participation in enterprise is not 
stimulated. Particularly in newly independent countries, it is impor- 
tant to develop those kinds of associations between foreign and local 
investors which can do much to eliminate the suspicions and sensitivi- 
ties so easily aroused in connection with wholly foreign-owned enter- 
prises in those countries. 

In a ge | links between local and American investors to 
strengthen the partnership approach to economic development, we 
will be working closely with other agencies having responsibilities in 
the private investment field. Our responsibilities complement those 
of the Department of Commerce which is active in bringing to the 
attention of potential American investors opportunities for invest- 
ment abroad. 

We expect to rely heavily on that Department’s experience and rela- 
tions with the American business community in planning and imple- 
menting projects to encourage private investment. Similarly, our 
programs will complement those of the Development Loan Fund in 
the use of their lending resources “to support and encourage private 
investment and other private participation.” 

The investment incentive fund which we are requesting is designed 
to permit the U.S. Government to respond effectively where developing 
countries demonstrate an interest in and a need for help in encouraging 
private investment—local and foreign. It will not be used across the 
board but rather in selected countries where special pro and 
projects from this fund will receive strong local support and are likely 
to have the prontent success in meeting local needs. 

The availability of this fund to supplement fiscal year 1960 country 
programs would provide certain countries with a specific catalyst 
and opportunity—if they desire—to undertake a major new emphasis 
on the private sectors of their economies. It would provide them as 
well as us with a flexible means for meeting emerging problems af- 
fecting private enterprise and for moving quickly on emerging in- 
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vestment opportunities. It would permit pilot programs and testing 
of techniques for countries themselves to build on in future years. 

We cannot present here and now a fully detailed program for the 
use of the $5 million. The objective of having this fund is to be in a 
position to augment the efforts of countries where and when oppor- 
tunities arise. Private enterprise by its nature is flexible and unpro- 
gramed. No pat formula to encourage private enterprise can be 
invented to fit all countries. 

Our intention in using these funds is— 

1. To help countries with measures designed to improve local 
investment climate including the legal framework for effective 
business operations; 

2. To support local institutions which can encourage local en- 
terprise ; 

3. To follow through on private enterprise possibilities rather 
than have them die or remain dormant or become Government- 
owned undertakings ; 

4. To improve the preparation of private projects so that they 
can be seriously considered by private sources of capital ; and 

5. To overcome the obstacle of sheer unfamiliarity of foreign 
sources of capital and know-how with the problems and potentials 
of investment in developing countries. 

To accomplish these poy we will use many of the technical as- 
sistance techniques we have tried successfully in our regular programs. 
Specific uses of these funds will be based on the following activities: 

1. We intend to use specially qualified teams and consultants to 
advise countries that demonstrate interest in formulating comprehen- 
sive programs for stimulating private industry. 

2. We intend to finance survey contracts with American economic 
and engineering consulting firms to identify specific opportunities for 
local and foreign investment in particular countries. ‘The findings 
would be made available to the local business community through local 
organizations and to the American business community through the 
Commerce Department. In this connection we will review already 
completed surveys to explore additional possibilities for bringing to- 
gether these opportunities and local and foreign investors. 

3. We expect to furnish technical assistance in establishing and 
strengthening local institutions in spurring private investment—in- 
dustrial development centers, development Ring smal] industry loan 
programs and others. 

4. We intend to finance training and other projects to familiarize 
more foreign government officials and business leaders with techniques 
used in other countries to stimulate private investment—plant leas- 
ing arrangements, industrial districts, loan guaranties, small business 
legislation and so on. 

5. We are considering arrangements on a trial basis to cover costs to 
American operating or investment companies of detailed investigation 
of specific new ventures which are judged by ourselves and the host 
country as of sufficiently high priority to warrant such assistance. 
Such investigation would include market surveys, labor and raw ma- 
terial availabilities, site location, engineering studies, cost analyses, 
financing arrangements and whatever other pertinent data must be 
assembled and analyzed to make a project “investable.” 
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If the company proceeds with the actual investment, the costs fi- 
nanced by us aan be repaid. If not, the data and technical studies 
developed by the company would become available to other potential 
investors and to the government of the country concerned. 

Our request, therefore, is directed at enabling this Government to 
assist in strengthening the private sectors of the economies of the 
developing countries. The huge multipurpose projects and the roads 
which countries are building provide tangible economic opportunities 
for vigorous private enterprise and investment in connection with the 
actual construction of the major project and in the use of the facilities 
provided by the project. In this sense the investment incentive fund 
is an instrument for integrating on a systematic basis the element 
of private participation in the development process. 

t is not clear what the results will i of the process of change which 
the developing countries are now going through. What is clear, how- 
ever, is that many of the countries are willing to make a serious effort 
to encourage private investment—local and foreign. To the extent 
that their desire for increased private economic activity is frustrated 
by their own inability to solve problems which now inhibit private 
investment, their experience will be bitter and will represent a funda- 
mental influence on the future direction of their economic policies. 

This is an area where the U.S. Government should perhaps be ready 
to move even more rapidly than in any other area because this is where 
our — as a nation resides. The fund gives us a means to help 
some of the countries to pioneer new ways and explore new oppor- 
tunities for private enterprise in those countries to assume a greater 
role in the development process. 

The fund, of course, also permits a greater exploration of means by 
which the developing countries can increase their access to sources of 
American capital’ Trove ICA already has‘a going asset in the form 
of the investment guaranty pro am. With your permission, Mr. 
Chairman, I would like to ask Mr. Warden, who is the Chief of the 
Investment Guaranties’ Division in my office and who has appeared 
before this committee in prior years, to make a statement on this 
program. 

hairman Morean. Mr. Warden. 


STATEMENT OF CHARLES B. WARDEN, CHIEF, INVESTMENT 
GUARANTIES DIVISION, INTERNATIONAL COOPERATION ADMIN- 
ISTRATION 


Mr. Warven. Mr. Chairman and members of the committee, I feel 
when I come back here to report on this that I am bringing a program 
to this committee which is known very, very well to you.: Under your 
urging this program has now grown quite large and to describe it 
takes a number of pages, sir, which, with your permission, I will pre- 
sent to the committee. 

My name is Charles Warden. I am Chief of the Investment Guar- 
anties Division of ICA. 

Today we wish to give you a ot on the present status of the in- 
vestment guaranty program, the objectives of the program, its accom- 
plishments during this last year, the responses we have made to sug- 
gestions of this;eqmmiattee and:the.need for amplifying the war risk 
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authority and doubling the authority for the issuance of guaranties. 
Also, we wish to give our reasons for believing that the prospect for a 
substantial increase in private investment, particularly in the under- 
developed countries, seems to be better than it has been for years. 

First, what is the guaranty program? It is a plan for Government 
insurance against the political risks involved in new ig aay 
ment in foreign countries. Section 413 of the Mutual Security Act 
authorizes the issuance of guaranties in the amount of $500 million 
against the risks of (1) inconvertibility of currency receipts from in- 
vestments, (2) loss of all or part of an investment resulting from ex- 
propriation or confiscation, and (3) loss of physical property as a re- 
sult of war, Forty countries and most of their overseas dependencies 
now are participating. 

Last year members of this committee strongly urged that these in- 
vestment guaranties be made known to more people in the United 
States. In 1958 we followed this suggestion and spoke to more busi- 
nessmen and distributed more information than ever before. We trav- 
eled to more cities. The press carried more interviews and articles on 
guaranties. 

We spoke to representatives of more than a thousand companies and 
distributed more than 20,000 investment guaranty handbooks to others. 
To these hundreds of companies with whom we talked regarding guar- 
anties we spoke of the new foreign markets, stressing the fact there are 
=e people in newly independent countries who need their 
products. 

We spoke of the “closed” markets which have little or no dollars for 
American products. We showed how these markets could be reached 
with licensing or manufacturing. We pointed out the history of suc- 
cessful companies and passed on the experiences of others. We in- 
formed the investors of the resources of information in our Govern- 
ment, peaeestsny in the Department of Commerce, and how to obtain 
it. The Khrushchev threat was repeated and we spoke of the challenge 
of the Communist economic threat to American skill and manage- 
ment—to our free world—to our allies and friends in democracy. 

We stated bluntly that company after company was losing 10 to 30 
percent of its business potential because of lack of initiative on their 
own part in searching out and developing the foreign market oppor- 
tunities. We emphasized our belief in the dependence of our business 
community on trade, the widened production and distribution of goods 
and the securing of a continuous flow of goods and materials to supply 
jobs for our own people, 

We enlisted the aid of experienced officers in banks to help guide 
their clients in making known to them the availability of investment 
guaranties. Banks and business associations volunteered their aid. 
meee of commerce supplied their members with data on guar- 
anties, 

Among the exceptionally fine private efforts for the education of the 
business community on the complicated business of foreign investment, 
I would like to mention three outstanding efforts: 

(1) The National Foreign Trade Council; 

_ (2) The American Management Association, which has held meet- 
ings of great value in New York and other cities; and 
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(3) Business International, a magazine devoted to international 
business affairs, which has held seminars in Washington and in forei 
countries, where the top executives of leading corporations were in 
attendance. 

There are other organizations holding similar educational pro- 
grams. This poe effort toward the education of the American 
business community is a necessity. 

Also, the financial press has again given our program excellent 
support and informative articles have appeared in the Journal of 
Commerce, New York Times, Wall Street Journal, Time magazine, 
Latin American Reports, Kansas City Star, St. Louis Post-Dispatch, 
and the Cincinnati Post and Times-Star, to name a few. 

Again we received fine cooperation from the Department of Com- 
merce and their field offices, where many of their advisers answer ex- 
ploratory inquiries on the use of the guaranties. Its offices in Boston, 
New York, Philadelphia, Cincinnati, Cleveland, Detroit, Chicago, St. 
Louis, Kansas City, New Orleans, Houston, Dallas, Los Angeles, San 
Francisco, Portland, Tacoma, and Seattle arranged interviews and 
sponsored our visits. Some offices made as many as a hundred calls 
to prepare for our visits. This represents work. 

Additionally we printed, and the Small Business Administration 
distributed, 18,000 copies of an especially prepared pamphlet, as well 
as other material on the guaranties, to their field offices and mailing 
list. This was done as a direct result of a suggestion from Mr. Fulton 
of this committee. 

From the Embassies in Washington we secured information on in- 
vestment in the different countries. This material was passed to 
the applicants for guaranties calling at our office, where a small in- 
formation center on country investment is maintained for the benefit 
of the investor. We got this idea from Commerce. 

What were the results of this increased effort of the ICA guaranties 
staff and all those who helped us? Both in terms of new guaranty 
contracts made and in guaranty applications received for processing, 
the investment guaranty program did more business during the 
calendar year ended December 31, 1958, than in the previous 9 years of 
its existence. 

The aggregate face value of guaranties issued increased by $212 
million for the year, bringing the cumulative total of guaranties writ- 
ten to $400 million—exhibit ye 

Several new States were added to our list of those in which guaran- 
ties investors are located—exhibit E. 

Applications in process for ete coverage rose during 1958 to 
in excess of $1 billion, exhibit B, in comparison with $640 million at 
the beginning of the year. In looking back over the applications 
made during 1958, we find that out of a total of 197 applications in 
process at the end of the year, 50 were for projects in which invest- 
ments of less than $100,000 were contemplated. Applications came 
in at a steady volume during the first quarter of this year. Prospects 
appear excellent for the year ahead. 

At the end of 1958, our net liability under contracts in force totaled 
$340 million. Cumulative fees collected through December 31, 1958, 
amounted to $3.4 million—an increase of $1.2 million during the 
calendar year. 1958 was a notable year in other ways as well. 
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For the first time, in the Olin Mathieson project in Guinea, guaran- 
ties were provided to a project developing a country’s resources. 
Guaranties were provided to the extent of $72 million, but the total 
investment in the project—provided in part by private European in- 
vestors—will run to over $150 million. This project includes a 96- 
mile railroad, mine workings for bauxite, port facilities, housing, 
schools, and hospitals, as well as employment for thousands of people 
and a great, new, income-producing industry. In short, an aid pro- 
gram all in itself through private investment in an underdeveloped 
country. 

In the Olin Mathieson project and in the W. R. Grace & Co. fer- 
tilizer plant in Trinidad—for which $17,749,000 in guaranties were 
provided—a large proportion of the American investment was ob- 
tained from insurance companies and other institutional lenders. We 
expect that these may be the forerunners of similar projects which 
will draw significant amounts of funds from sources as yet untapped. 

Guaranties were provided to the Monsanto Chemical Co. to the ex- 
tent of $64 million for its project in Italy. This project represents 
a major participation in the European chemical industry and the 
largest such project so far handled by the investment guaranty pro- 

ram. 

Among the contracts written last year for the smaller business con- 
cerns was one for the Smyth Manufacturing Co. of Hartford, Conn., 
who formed an Italian subsidiary to engage in the manufacture and 
sale of bookbinding machinery. The amount of the investment was 
approximately $33,000 and they have since notified us that they want to 
increase this with an additional investment of approximately $17,000. 

Messrs. Huppert and Dennis, of New York, have each invested ap- 
proximately $2,000 to purchase shares of stock in Plasti-Plaques S.A., 
a French corporation engaged in the polishing of stainless steel plates 
which are used in the manufacture and finishing of various plastic 
materials, such as polyvinyl chloride and formica. Messrs. Huppert 
and Dennis will together own about one-third of the French company. 

The first guaranties ever issued in Iran, Bolivia, Ecuador, and India 
were concluded this past year. In Iran, the project is a tire and tube 
factory to be operated by B. F. Goodrich. The project in Bolivia is 
a placer mining project operated by a subsidiary of the South Amer- 
ican Gold & Platinum Co. In Ecuador the project is a paint manu- 
facturing plant to be operated by W. R. Grace & Co. In India, two 

aranties were provided, one for a plant manufacturing surgical, 

ealth, and industrial items to be operated by Johnson & Johnson, 
the other a company to manufacture elevator equipment to be operated 
by Otis Elevator. 

We are deeply interested in other possibilities of institutional in- 
vestment. For example, American housing experts have interested 
themselves in the housing problems of Latin America particularly. It 
is their belief that if a way can be found to create the proper financial 
institutions, housing in these countries could be substantially aided. 
While it is realized that housing must be developed principally 
through the use of local savings, materials, and labor, help is needed 
in getting the programs started. 

We believe that if American institutions are willing to make pilot 


investments, $p assist hoysing, ‘it, ign aree that, might be, enconraged , 


by investment guaranties. 
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We are concerned too with the unique problems of the engineering 
and contracting firms who are often in direct competition with Soviet 
bloc bids on various projects. We believe we should offer guaranties 
to protect their substantial investments in equipment necessary to 
build or operate projects. Unless expropriation guaranties in par- 
ticular are offered, some American companies may be driven out and 
replaced by Communist engineers and contracting organizations. 
While ordinarily we require an intention to make a medium to long- 
term investment, with contractors we will assume that if the first op- 
erations are successful the contractor will continue to bid on other 
projects and maintain his investments of capital and equipment in the 
country for a long time. 

Our interest will be to continue to find new ideas, ways and methods 
of using the guaranties to help newcomers to foreign investment, par- 
ticularly small and middle-sized industrial companies and, at the other 
end of the scale, the banks, insurance companies, and investment funds 
with their large resources of capital which may find that with the use 
of guaranties they have the necessary security to make loans on sound 
foreign projects. 

During the year certain committees and groups have studied the 
investment guaranty program and make extremely favorable reports. 
Among them were the Straus group, the Boeschenstein Committee, and 
a group from the Harvard School of Business. 

n connection with the Straus report, the Department of Commerce 
polled the business world regarding its plans and needs for foreign 
investment. One of the most interesting facts established by this poll 
was the large number of American concerns contemplating new and 
expanded foreign operations. 

Another was that next to tax incentives businessmen consider in- 
vestment guaranties as the most important government assistance in 
stimulating private foreign investment. The expansion plans of 
many respondents would reportedly be aided by an increased avail- 
ability and widened coverage of ICA investment guaranties. There 
were comments to the effect that the program should cover additional 
countries, as well as some suggestions for improvements. The invest- 
ment guaranty program stood up well under a very vigorous and 
searching examination of business opinion. 

On the other hand, 1958 was disappointing in the addition of new 
countries to the program, exhibit D. Although the actual effort from 
Washington has been greater than in previous years, a variety of cir- 
cumstances have combined to slow down the additions. We have ne- 
gotiations in various stages with approximately 30 countries. Al- 
though we have put in much work toward informing the countries on 
the value of the investment guaranty program, we are encountering 
difficulties such as nationalism, political differences of opinion within 
governments on attitudes toward foreign investors, legal obstacles 
such as the Calvo doctrine in several of the Latin American countries, 
and in several of the newer countries the understandable situation of 
other overwhelming problems taking attention away from economic 
agreements such as ours. 

New ways must be found to expand the number of countries in the 
program. The support of the Department of State in these negotia- 
tions has been vigorous and imaginative. Ghana was added last 
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year and we are pleased to report that this year Tunisia, March 18, 
and the Sudan, March 17, have signed the exchange of notes—making 
40 countries now participating. 

Two countries, Jordan and Austria, instituted the war risk guar- 
anty, adding this coverage to those of convertibility and expropriation 
already effective in those countries. 

We are hopeful that several other countries—particularly those 
most in need of American capital—will join the program during this 
coming year. 

Incidentally, in previous testimony this year, Dr. Judd of this com- 
mittee asked Mr. Saccio if India was making use of the fact that we 
have a convertibility agreement with India to encourage bank lending 
to India. Our information is that officers of the Indian Embassy 
have discussed with the various American groups coming to them 
about investment in India the advantages of the investment guaran- 
ties now existing there. 

We have learned too that the commercial officers and consul gen- 
erals in New York and San Francisco stress the guaranties agreement 
when talking with American investors contemplating foreign opera- 
tions. 

Three of our largest banks have discussed proposals involving 
guaranties of bank financing with us in the last few months. A bank- 
er from India has talked to numerous financial institutions on loan 
proposals tied in with convertibility guaranties. We believe that if 
private bank loans for productive development in India can be encour- 
aged with the convertibility or transfer guaranties it will be most 
helpful to that country. 

n one or two instances the negotiation of agreements has been held 
up because of the feeling that through the subrogation clause of our 
legislation this Government may obtain title to real property within 
acountry. As long as the subrogation clause is maintained, we should 
be clear in our assertion that this program is not intended to obtain 
title to real property. 

This is our policy statement : 

Some foreign countries, in the course of negotiations of the overall investment 
guaranty agreement, have raised questions concerning the possibility that the 
United States might find itself holding title to real property after paying out 
under an investment guaranty contract to an investor whose property in that 
country may have been expropriated. Such countries may be concerned over 
this possibility either because of local legal prohibitions against foreign govern- 
ments owning land, or because of policy considerations to the same effect. The 
United States has explained to these countries, in the few negotiations where 
the subject has arisen, that we did not normally expect to be holding title to land 
after paying out to an investor whose property had been expropriated, since 
normally when the property is expropriated, title to it is taken by the expropria- 
ting state. We have further explained that, even in the unlikely event that an 
expropriation law or decree has failed to take legal title to the property nation- 
alized, the United States would not wish to retain such property and operate it, 
but was only interested in a monetary settlement of the claim to which it had 
been subrogated. Thus far, ne negotiation has failed because of this largely 
theoretical problem. Therefore, in future negotiations we intend to continue 
to give appropriate assurances along these lines should the occasion demand it. 

Despite the very considerable effort we have put in on the present 
war risk guaranty, it has failed to catch on with the American invest- 
ment community. It has been criticized as being too limited—that 
it will not be effective unless there is active war between nations, since 
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it has the specific defect of not covering the more common occurrences 
of revolution and insurrection. In a number of the countries which 
are relatively new and need investment, the governments have had 
difficulties in achieving stability and continuity. 

Although these political differences have been adjusted with a mini- 
mum of violence, still the hazards to prudent investment remain. 
It is our belief that the war risk guaranty, to make any appreciable 
contribution to the stimulation of private investment, should be 
broadened to include “revolution, insurrection and civil disturbances 
arising therefrom.” 

You will note that both the “Report of the Committee on World 
Economic Practices,” by the Boeschenstein Committee, and the report 
“Expanding Private Investment for Free World Economic Growth” 
by the Straus group, recommend this additional coverage. 

Straus group: 
W'e recommend that the investment guaranty provision of the Mutual Security 


Act be amended to include coverage of losses arising from revolution, insurrec- 
tion, or civil strife associated with war, revolution or insurrection. 


Boeschenstein Committee: 


The present ICA program of investment guaranties against specific risks 
should be expanded to cover the risk of loss attributable to revolution, insurrec- 
tion and other civil disorders. Such guaranties should also be made available 
for modification, expansion, or improvement of existing investments as well as 
new investments. The State Department should continue to press for treaty 
agreements with countries which have not yet joined the guaranty program, 
and to this end should consider reducing some of the requirements and condi- 
tions currently being imposed which are found objectionable by the foreign 
countries. 

The request is made in the proposed legislation to increase the 
guaranty authority by $500 million. This increased authority does 
not involve new money or new obligational authority at this time. 
We believe that our remaining authority of $160 million may be 
absorbed by contracts now in process within the next several months. 
If we are to take care of the applications which have been developed 
because of the greater interest generated in this program of invest- 
ment guaranties, we will require the additional authority. This was 
also recommended by the Straus group : 

We recommend that the Mutual Security Act be amended to increase the 
issuing authority for investment guaranties to $1 billion, with such additional 
borrowing authority as may be considered necessary. 

Approximately two-thirds of the applications we have before us 
today are for the underdeveloped countries. Also, a substantial 
number of these requests are from small and moderate-sized com- 
panies. They are depending on the investment guaranties for pro- 
tection of their investments. Too, assurance of increased authority 
will be important to the well-advanced negotiations for country agree- 
ments, since no country will want to participate in the program if 
there is no likelihood of guaranties being available. 

While the $500 million in authority may appear small in com- 
parison with the volume of applications, we know from experience 
that only a quarter to a third of these applications are likely to 
materialize to the final contract stage. The applications are filed 
in good faith. The investors are trying to put their projects together. 

Sn further examination, sometimes the project does not prove feas- 











896 MUTUAL SECURITY ACT, 1959 


ible, the foreign partner may not be found, or he may withdraw from 
a contemplated project, or the company’s plans may change. The 
investor may decide to invest without guaranties after having filed 
an application. 

Using the 25 percent fractional reserve, which we believe is ample 
for backing of guaranties—and this belief is supported by the Na- 
tional Advisory Council on International Monetary and Financial 
Problems—we do not believe that we need any new obligational au 
thority for our reserves this coming year—exhibit F. We expect, 
however, that if the reserves are to be maintained at the present 25 
percent ratio, we will probably require new obligational authority, 
perhaps to the extent of $100 million. the following year. 

Fees were discussed in last year’s testimony. There has been no 
actual change in the fee structure—that is, one-half of 1 percent of the 
face value for each type of insurance for the contract year that the 
Government has the liability and one-fourth of 1 percent for a stand- 
by commitment on maximum coverage for future years—exhibit G. 
We have shown the investors how to make greater use of the standby 
fee arrangement and by stressing their taking only such coverage as 
they actually need we have, in a number of instances, reduced the 
costs to the investor. 

Looking back over the hundreds of talks we have had with investors 
during these last months, both in Washington and in cities through- 
out the egg we are convinced that there is a real turn in foreign 
investment. For the first time in years, company after company, 
large or small, is investigating and planning foreign operations. 
Many companies are working on the development of foreign branches, 
affiliates, licensing and other investment arrangements for the first 
time. Most of this “new blood” is coming from industrial companies. 

It seems to us there is a renewed surge of the entrepreneural spirit 
of American capital. Barring a war or an economic relapse it ap- 
pears that we will be striking new records in numbers, variety and 
value of foreign investments. This turn in private investment may 
result from a realization on the part of American private enterprise 
that by placing its capital and skills abroad it can meet the threat 
posed by Communist competition to the retention of old and the de- 
velopment of new markets for its products and assured sources of raw 
materials for American industry. 

Our companies are aware that, since World War IT ended, 20 new 
countries with a combined population of some 700 million people have 
obtained their independence, started on their course of develop- 
ment and improvement of general standards of living. As their 
development grows and their incomes rise, they will become great 
new markets for trade, but this development may be slowed down 
and these great markets lost to us and to the West unless private 
enterprise helps with capital, skills, processes, and management when 
the countries need it most—when they are starting their develop- 
ment—this year and the years immediately ahead. 

Although, of course, the first investor interest was in the European 
and Latin American areas, what is beginning to count is that we are 
reaching the second and third stages of operations with a number of 
the companies who have cut their teeth on investments in Europe 
or perhaps Canada and found them successful. They are looking 
now toward other countries and, happily, in many cases to the under- 
developed ones. 








a wa wae 





MUTUAL SECURITY ACT, 1959 897 


Private capital will not and cannot be the dollar-for-dollar sub- 
stitute for Government loans for roads, dams, irrigation, education, 
hospitals, etc. But, private industry can build the plants on the road- 
side; it can use the power produced by the dams and it can provide 
jobs and money for the people whose skills are improved by educa- 
tion. It will be private enterprise, whether foreign or local, which 
will pay the taxes to support the investments in roads, dams, etc. 
It is wishful thinking to at that American capital will freely 
and willingly provide the great amounts of capita] needed in these 
underdeveloped and politically unstable countries without the assur- 
ances provided by the guaranty program. 

Now is the time to move strongly with the guaranties and all the 
other resources of assistance available to encourage private capital 
to do the job which lies ahead. 

(The statistical exhibits accompanying Mr. Warden’s statement 
are as follows :) 


STATISTICAL EXHIBITS ACCOMPANYING STATEMENT OF CHARLES B. WARDEN, CHIEF, 
INVESTMENT GUARANTEES DIVISION, INTERNATIONAL COOPERATION ADMINISTRA- 
TION 


Exhibit A.—Investment Guaranties Issued Through December 31, 1958. 

Exhibit B.—Applications in Process as of December 31, 1958, 

Exhibit C.—Progress Chart. 

Exhibit D.—List of Countries Participating, December 31, 1958, 

Exhibit E.—List of Investors by Home State. 

Exhibit F.—Fiscal Position of Investment Guaranty Program, December 31, 1958 
Exhibit G.—Income and Expenses. 


ExHIsIT A 
INVESTMENT GUARANTIBS STAFF 


INTERNATIONAL COOPERATION ADMINISTRATION 
WASHINGTON, D.C. 


Quarterly report of investment guaranties issued since the inception of the 
program in 1948, through Dec. $1, 1958 









































Investor Product Converti- Expropria- 
bility tion 
Austria: 
Mobil Overseas Oil Co., Inc. ._......--.- Oil distribution..............- $1, 000, 000 $1, 000, 000 
INE Winn cianerdnindg iacdewcsusiguune Vibratory equipment. -....... 4 of ee eee 
Fg i citi nstnnrintyo case oun ach base Gea ape beietinds bahnns geeaeenad 1, 030, 000 1, 000, 000 
Bolivia: South American Placers, Inc.......| Gold dredging- -.............- ig wee 3, 000, 000 
Belgium: Smith-Corona, Inc. ..............| Typewriters................... 72, 000 60, 000 
China (Taiwan): 
Von Kohorn International Corp. ------- Rayon manufacturing... --....- 1, 059, 242 959, 242 
Westinghouse Electric International Co_| Electric generating equipment. 2, 140, 320 1, 881, 600 
TOU ciscanhdseagecvudedscivadsa Gnas dicabelebdcsasssduesbecmansoess 2, 199, 562 2, 84, 842 
Denmark: Ray-o-Vac International, Inc....| Leakproof batteries-_-~ __...... 182, 500 |. ia e 
Ecuador: W. R. Grace & Co.!_.........--.. Paints and chemicals.........- _ i {es 
France: 
Armstrong Paint & Varnish_._......... Paints and varnish............ ID GOD feccanccckatsa% 
Chicago Molded Products. -.........-...- PUG Sb abidudtindckccseeabos | __ 7 SCaR aRIR 
Godfrey L. Cabot, Inc.................- Carbon black. ............... 8, 830, 000 2, 215, 000 
BUD ssnghaiiic hie k baplocinadne kde kapha ocee iil lis. cndedeecabactccdencidheeeiaeeaune 2, 215, 000 
Clark Equipment Co-_-.............-.-.. —— handling equip- CTO, FED hanncdwiscictitonnes 
ment, 


See footnote at end of table. 
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Quarterly report of investment guaranties issued since the inception of the 
program in 1948, through Dec, 31, 1958—Continued 













Investor Product 
France—Con’t. 
Concrete Chemicals Co.............-.-- Concrete admixes_-_........... 
Corhart Refractories Co., Inc..........- STR 
ON SRP R ER SSSI SRN Automotive parts_...........- 
OS ee tae SEIN. <1. col eatinp mapccbocinn wii 
TE TS a ST 
Ellicott Machine Corp...............-.- REE SPER T eS" 
EL I Gs ccevincebcsascccdtmoninea Trucks and cars............... 
EES SESE SI a ee AMES PTOGMS . . so cccccewness 
TET COSY ROSEN & MA SS “tf eee 
—— Wheeler ly TI ERAS: oo! ace * sestinen engineering 
Prusheni oe Sig RE Frack trailers. ....- 
Harshaw Chemical Co..............--.. Ceramic colors_ .- 
Se tone Chemical Corp.-..............- Streptomycia__--.. 
eee. Polystyrene __..... 







Houdry Process Corp-.- 
Peter Huppert !____._... 
International Water Cor 


Monnens Herrington Co., 
set Mathieson (French West Africa) }. 
maf (French West Africa) !__.......-.- 
Penh, th OR. ANB caudsencnke 
National Fastener Corp aR i ie 
New Britain Battin RT BET 


Singer Manufacturing Co 


Germany: 


Godirey Ts; SONORA FEO ook cone ck tke 
CS a ae Se 
Firestone Tire & Rubber Co....-...---- 
Ford Motor Co 


AB Grace 3 SPE ae: 2 
ntertype Corp. .......-.....---- 
E. F. Houghton & Co-_-.._..--....-..-.- 
Jobne-Menville Co... ............--.... 
Marchant Calculators, Inc_....---...-.- 
Mine meray f Appliance Co.!_...-..-...- 
National Aluminate Corp__...-......--- 
—S Chemical Corp-...--.--- 
Oppenheimer Casing Co....-.-.-------- 
pe SS Eee ae. 


Perkin-Elmer Corp.---...-.-....------- 
Ratheon Manufacturing Co._........._- 
asst Manufacturing Co.!_...-..-.. 


ordan: 
— W. Pauley & Phillips Petroleum 
0. 
meeete be; PONE cose 68 5k 


See footnote at end of table. 


.| Petroleum refining - 
.| Plastics 


Styrene monomer -. 
Welding materials ___- 
Welding equipment _-- aligin 
Transportation vehicles---.-.... 
nr mining and alumina-. 
Construction engineering 
Slide fasteners................. 
Machine tools.........-.....-- 
Agricultural fungicides__---.--- 
Lighters and related products. 
Sewing machines. 
Oil ny ease ainaabageinanha 


Carbon bleck................. 
Electronic products-._......-- 
Tires and tubes-_.-.........---- 
—— and automobiles- - -..- 


Dec ewwes cn ceececcces 


Safety appliances__.........._- 
Water-treating chemicals..___- 
Pesrewannd eee 
“iniooal sausage casings 
Elevators and elevator equip- 


ment. 
High-precision instruments... 
Radar and sonar equipment... 
she ~ Be ARR era 


“Optical equipment_-___......_- 
Tool manufacturing. -._.....-. 


ace heaters manufacture. -_- 
5 etal-cutting tools...........- 


Darite miming... .. 5.25... 


Oil exploration................ 


Petroleum exploring equip- 
ment. 





Converti- 
bility 


Expropria- 
tion 



































‘ 27, 430 
Rs st 32, 000, 000 
40, 000, 000 
441, 100 

400, 000 400, 000 
a | RR i ae 
< ) Saar atone 
ae |. 22... 
I Nica hiadiaheal 
28, 533,200 | 82, 210, 278 
1, 000, 000 |........-.--.. 
312, 669 312, 668 
1, 841, 700 1, 052, 400 
nse vomtite 8, 314, 863 
WIL Son 8H 9, 593, 062 
SIID Ne ins osconeg 
ees anHene 
355, 105 177, 552 
RRs 50 
350,000 |-. 22222222222 
95, 120 95, 120 
1, 250, 000 1, 250, 000 
1, 298, 000 50, 000 
OPER doe. inte i:-- 2 
inked a 276, 399 
126, 949 116, 546 
hae doe 250, 831 
548, 230 274, 115 
yt emanate oy 
cn ellen , 000 
eR SRUEA SP 2, 450, 000 
; 250, 000 
214, 375 198, 625 
MGIB ho cccistnv ection 
. esata 10, 000 
97, 400 48, 700 

100, 000 50. 
2, 892, 204 2, 892, 204 
12, 303,753 | 28. 627, 085 
594, 700 595, 000 
be umn 6, 000, 000 
mi SIES Ke HOS 1, 250, 000 
a ns 7, 250, 000 
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Quarterly report of investment guaranties issued since the inception of the 
program in 1948, through Dec, 31, 1958—Continued 











































































Investor Product Converti- Expropria- 
bility tion 
The Netherlands: 
A-P Controls Corp.-.....-.---.-----.-- Oil heater regulators_--_.-....- $75, 000 $50, 000 
American Home Products Corp----_--.- Pharmaceuticals ___. 210, 000 105, 000 
Dow Chemical Co Chemicals 000 
Henry Drake_-----.. g end 000 
H, J. Baker Bros 800 
—_ Tap & Die = 
H. H. “Souninibors a eae tes 3a ee 
AED 0G: GEER. otic kn enpdcoscccnueadanne 
Kresno-Stamm Manufacturing Co_....| Oil burmers__.............-.--. ee 
Sparkler International, Ltd............- Industrial filters __...........- 2 | Rae 
Tokheim Oil Tank & Pump Co-_-_-----.- Oil tanks and pumps.-...-.-.-- 350, 000 200, 000 
United Greenfield Tap & Die !___..--.- Taps, dies, and gages_........- 210, 000 420, 000 
ES Set Ne na dccatcbosdedensdinne laude oie pei apmiene kins ash imbecile 5, 034, 835 2, 793, 056 
Pakistan: 
apes og ES RRR a SPE gy tt Food processing............--.. 480, 000 240, 00 
SN Seo TOE > SEE ee ELE De dslematniss st sbsadicosaek’ FO GEO Tadcwciviccneee 
Es wtigttie ddtrbtoe -othdsdeadetaiaae ins Josdl iipeigien anaes 555, 000 240, 000 
Cengeel Dee GUO ck piestecste inlA gend - a odeaaial ie eeeapunitdahcanesss ee 
Os EA I PREIS APES! FEET ea See eS ), | ree ee 
Kellog ee eee oe ‘Telephone service............. OT GE Bisedcdccccccaue 
NE. c cacscunssccnetiietaiasdueccagl odes meceineCudialinehhieneiiie 8, 344, 468 |.........--... 
Philippines: 
onsolidated Dairy Produets Co--_....- Dairy products --..........-.. 660, 000 |.......-.... - 
sins 54 SPORE CIEE, vcnnadinedcmisnscce — ores and alloys. -.......- 357, 000 = = 
Rheen Manufacturing Co.......-.--.-- “etal | i RRR sree 200, 000° 250, 000 
bah F. Goodrich Co.......-...-..... 000 
OOiv is db shannnwaccedetnecedsscddain 
Thailand: Harry F. R. Dolan........-..... 
Turkey: 
Bank of America..............-......--- 
Federal Motor Truck Co._............- 
General Electric Co., Inc............-.. 
Good vear International Corp 
Marshall Oil & Chemical Co-_......... 
Olin Mathieson Chemical Corp 
BEG Wiis séeteteawods ebbilaket shaun 
Guatemala: 
Farmen & Son Logging Co Logging operation. 177,000 
Koppers Co., Inc. ........-..- .| Timber operation. . 000 
Oliver Farmen_.............--. Logging operation 70, 000 
ONG iin « adtisean Joi oscncsusksbsuaceads Sepa eaelinenedsvenemipenen dh 247, 000 572, 000 
India: 
Johnson & Johnson !........-......--.-- Surgical dressings. ............ V8 | er 
Otis Bievater Ogits.. 2... ck cei PE. Bad iin cewetesdinndnd ‘Rider <li aaa 
Bis ccbdkebikc cock un cuupaccokn ou tl nubupletipehtuanshbccrsmnstonnbl 2, FOG OEE Fo ovccstictawes 
“The os F. Goodrich Co.!__....-.-...-.- Rubber tubes and tires_......-. 3, 080, 000 3, 080, 000 
5p Mieithindn tates Che hcadchicaitelee ape dealer’ REE URIS ARNT 1, 450, 000 1, 120, 000 
Do Re OSS SE ERS Re aes EW Dic kahcaninicapoiaemielen , 000, 2, 000, 000 
UIE. «octet oueuaves a poericticcbetebetecceudaywalscbhahbenbnuieabaeotned 10, 530, 000 6, 200, 000 
Italy 
American Home Products Corp.......-- Pharmaceuticals. ...........-- 1, 082, 350 640, 572 
OAR a Sie CP ee aay ee Pa | "RODE SS ORR mn Sg 475, 000 300, 000 
De te S a Siiuinta. cokpucdadbiowasl taba Ms dh ckinkdeiaduccsaginesies 480, 000 240, 000 
MG EONS, cute sadcbiceakgniSindabsciee ___ a RA aE SEY SES 1, 152, 000 576, 000 
Pik ae duasbeudessiiebenctpigeiins Drugs and drug products. .... 240, 000 200, 000 
American Motels of Italy. _.........-..- i. REE SR ne ee Re ea: 195, 000 172, 500 
Associated Seed Growers, Inc_........-- Seed cultivation..............-. 87, 500 150, 000 
MPAs biked ebuima cdaamhvanedane Gun eeered Ds cutibikewsondesadsascns 340. 000 340, 000 











See footnote at end of table. 
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Quarterly report of investment guaranties issued since the inception of the 
program in 1948, through Dec. 31, 1958—-Continued 








Japan: 
Dow Cherical International Ltd 
Maeton Watch Co.! 


United Kingdom: 








Investor Product Converti- Expropria- 
bility tion 
Italy—Cont. 

ND iin ccndnncuahiconennte Intravenous solutions......... $29, 190 $29, 190 
Caltex Oi] Products Co...............-. Ss on. cv emanintion ED dancaneconnese 
Chicago Molded Products-........--.-.- i ciuciinckchsceonwwolseuns MED Nak cb pethahcous 
gg | Process i oe Nis ptabenectd & Petroleum refining__.....-.... i 5 rae ame 
E. F. Honghton & Co..........-....... Chenicals and lubricants. - ..-. & — & Bae Eisen 
Mobil Naeonaen Oil td NN masini SE cc ciuch ooapananmnc 5, 600. 000 2, 800, 000 

igs Oo Ea A iss EL Sa a SS See 7, 234. 000 3, 617. 000 
PE 4g | fT eens: —  "  stiel Seltnbtcues 42, 900, 000 22, 000, 000 
National *luminate Corp...-........... Boi'er compounds...........-. 1, 331. 000 271, 000 
National Biscuit Co. ................... Biscuits and crackers_........- kt 
Olin Mathieson Chemical Co.-.......... Industria] che micals__.-......- 11, 051, 800 4, 275, 900 
1 ERS See EEF Elevators and elevator equip- BE PEE ls cntcccuysucns 

ment. 
NE re eine eoceband Building stone__.........----. hd credivideschcteeticnins 
Raytheon Manufacturing Co ___....._- Electronic tubes .._..........-- ~  ESOCE RA aE 
The Smyth ee Co.!___.._..| Bookbinding equipment. -__.- &7, 440 67, 440 
eC ED | cdeccesancdcoscem eA eRe ee 
Syntron VR Se SR eS Vibratorv equipment -_....--- BOE ix deichemeitbacu 
Westinghouse Air Brake Co_-.........- Railroad equipment -......... GE Avwailteivecamans 
I ila i a a 



































i Construction machinery - - - --- DE Si ciiiciivdross 
Brown & Sharpe Manufacturing Co-___- winepene ton I YY RE cea 
OR ote a Ee ae RR FA” nll hembiae Pe esate ESE Tews cudhcscanne 
Do... re CS “‘ieaan tools repair _-_-.....-. BE CRT aE, 
EE Ge aaa Machine tools._..-..........-- DN to bene chad 
Giiaer ANTES ES, ERE TA SEE tc chaivccancawe 
Chicago Molded Products. -...........-- DL. td eddnciuedoccnumee PE lanicucccockunen 
Cincinnati TIO. Bo oc cdc-eccsees oe | EERE OSS RO | eee wie 
SE Be Se ERNE, HA! ris RRR RS nes el a kip RA 
Cone Autoraatic Machine Co..........- Kadoeniiio screw machines. --- _ 5 SS 
Pt vO Ee Se tee Machine tools and parts___._-- : 
tame Allov Foundry Co.__...._---__- Stainless steel valves__.....-.- 
eee ee ee SE ee ee 
Sy & Supleation Co. of Nevada, | Drilling for oil and gas-_.-._.... 
Euclid Road Machinery Co__-_-........| Earthmoving equipment_.--_-- 
General Time Instrument Corp - eeninania Clocks and watches-.........- 
W. R. Grace & Co. (Trinidad) !._..__.- Chemical fertilizer... ........- 
") & Sees Oe SS eee 
Bese mocels Oorp.__............--.... Hotel A ecm ENGR ON 
Knee NT ESS Se SS Fan eee Food 5 procuesing oe SORE Gy FN 
i EE Bn hn icnandnasdcudead "ata grinding machinery. 
Lapointe Machine Tool Co_____....___- Machine tools-...............- 
Leeds & Northrup Co_.....-.-..--....- Control instruments . __..._-- 
Metallizing Engineering Co., Inc.....-.- Metal-snray equipment._____. 
McGraw-Hill International Corp. -_...-- | RR aS 
Mine Safety Appliance Co_._..........- WS FD ok oc ecececececs 
Minneanolis-Honeywell Regulator Co..| Regulating instruments. -_--___- 
Parke, Davis & = RA SNe RED Pharmaceuticals. ............. 
GSS reas a 
Preferred Uthities Mfg. Co | ia SESS 
8. F. Appliances_.........- Home appliances 
E. R. Squibb & Sons.............--..-- Pharmacenticals.............- 
Standard Brands, Inc_............-....- Soluble coffee. ...........-...- 
EOIN hi cnc dnacnad Photocopying. -_..........-..-- 
Universal Oil Products-_-...............- Catalyst for petroleum refining - 
Ea ESET SR AG SPENT PR MALONE: I CMAN rie RATUEEN 5 Glowmes, Ie 
nD eae cup aenaedooiebitiahinnnaime 223, 966, 922 175, 940, 108 
Grand total of both convertibility and 
I III ols ind a elisedaedcdneke conmnniikeiehnded 3 ee 





1 Issued since June 30, 1958. 


2 While this total represents all guaranties issued since the beginning of the investment guaranty program 
in 1948, as of the current reporting date the maximum outstanding liability is approximately $340,000,000. 
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Country and product Converti- Expropria- War risk Total 
bility tion 
Afghanistan: 
NIE. ivuiiuccnckcbiicubeusoscsbuhies Open in on ncachonnniewta atc 
PS REE Bie $400, 000 $200, 000 $180, 000 $780, 000 
Austria: Hotel operation....................- 3, 285, 000 Sa een 6, 570, 000 
Belgium: 
Manufactures, grinders and mixers_-_...-- -- 54, 000 27, 000 10, 000 91, 000 
HNN 4.0 cnedagdeedacsavdiaestiassegeenkenes PPO huis hdenanescewlnbcncbeebelleiid 300, 000 
No did GRite oes chanedsnibinsebieos 354, 000 27,000 10, 000 391, 000 
Bolivia: 
Petroleum exploration................-.-.-. Open ERE pb Open 
PEE PENIS ws. a dutinndnueencccabnens 2, 000, 000 Sf era 4, 000, 000 
SC ad gustehighiosotepinhinawudani sh tyes 2, 500, 000 3 4. | 5, 000, 000 
SMI. 30... cu namicdnh sduwbabeies 4, 000, 000 4,000, 000 }.........-..-- 8, 000, 000 
TI. conta danchiegernavemdabaann 6, 000, 000 5 re ee 12, 000, 000 
Forestry products. .............------------ 3, 500, 000 Oy Ce ice coneshsnueen 7, 000, 000 
GEE BEE TENE, chino. cduppecdadensnscheteslinsicacmuliiin’ TO ho wasenasgne 75, 000 
pT EINES ne TEE aa AIRE SME ae Ga 2, 500, 000 SO eee 5, 000, 000 
pr ee ES ene ipr ena kent Open Ree Open 
IEE iets ninwiken inde bois enivueeh ~dannen 20, 500, 000 TO; TOE Fist Socpenicnseon 41, 075, 000 
bape ( Mine ay of): 
feed supplement. .................. 1, 000, 000 750, 000 500, 2, 250, 000 
Aine SUIT, seicosiciinsndnctidi sess tcteecaiblin Soar tie 5, 700, 000 5, 700, 000 5, 130, 000 16, 530, 000 
BR Sa aa eM 435,000 | | 435,000 j.............. 870, 000 
Manufacturing, rubber tires ...............- WORMED dncvctiscnccsesttcdadibeaeectc 140, 000 
NDETINEES.. | ct ceatindiowentinnsioagioy 175, 000 150, 000 149, 500 474, 500 
Rayon manufacturing plant................ 550, 000 , 000 495, 000 1, 595, 000 
TON ss 6 ok ccailnd alias ntmaenciuinnel 8, 000, 000 7, 585, 000 6, 274, 500 21, 859, 500 
Colombia: 
IO: 5. ii.dnd <incmnnedwigundmebees Rp incite na csciecetliieniniteacniaiinines 2, 400, 000 
IR ih doinin Sin revere Srmistndn only ce toe ntliaknood aliens EE enc oondaneinipes choke udos 200, 000 
ERE SEES ERE RS RS) Beso 4, 428, 000 
ee SE BONE, sian cktschannconccacscond 8 ff RSS RES is 8, 000, 000 
Paint UE IE oi entgs alaciectens Te SIRRSERGSS So FRG St a ir ed 1, 243, 000 
Calcium carbide plant. --..............-.-.- PET Buick cankivehintinvnaslnadaeied 730, 000 
es ES ERS gates | EME SC 500, 000 
RE ORE NE ARE ID Re aR Nae ef SRS ee 17, 501, 000 
Costa Rica 
Nas sa manin ad codeudaiebenenkmbaneonss 16, 000, 000 9, 000, 000 j...........-.- 25, 
EER RE 750 750 675 2,175 
Cement and paper products..............-- 7, 500, 000 TSO In acccance scones 15, 000, 000 
Ei iucatulondbepwi-ndie anal Ge iwesneniine d 23, 500, 750 16, 500, 750 675 40, 002, 175 
Cuba: Cattle raising. ......2<csncccpecseccences 135, 000 PO Se a cctinaickhrsnitnes 270, 000 
Ecuador: Electric and water systems-.-.-......-. 20, 000, 000 RD, COO Tec co occ 30, 000, 000 
France: 
SUE ica chsibecnuokYdandenktaneeneonem 20, 000, 000 ODOR GOP hin cs cca cea 30, 000, 000 
SN TI 5 okt ct en eh akan don mileage 600, 000 GUS fan oo cnciotnnes 1, 200, 000 
RE EE SaaS i ee ee hl 8 Mga EG 56 I Re as oa 2, 600, 000 
PINE 56 hs in deena Cobthcanncheeben 76, 000, 000 38, 000, 000 34, 200, 000 148, 200, 000 
POUND CR TTOCION nn os ico copelaeninaceahubes i Refit Rell irae Open 
CE BI. ccna condeckeccamiawelslouuah 4, 410, 000 4, 410, 000 |....-...--.... 8, 820, 000 
aR Oe SERIES ea replace ae a PE Bioiscanipdennambeiatdnaeandene 228, 000 
es OEE IT ern PI AIDE, WEAR NN iy Be 10, 728, 750 9, 655, 875 20, 384, 625 
SEE shokte railinnLebiciysncanvephabidiitniackoalmboe 13, 214, 948 11, 893, 453 25, 108, 401 
EOWOIEEE GRIEOTIOR 555... nn nnnne nm chovunincvicbieacksees O36 Gi t.. .oceoen 9, 275, 000 
D Og TE eT Ne SE Ave inn td auusdinslts ascdacabanet 75, 000 
Spot-welding equipment-_-_-........-.....-- 20, 000 SN fr or ee 30, 000 
I I. ns, adi ibis octavian cinraintineaes 100, 000 Be basins cncckensens 200, 000 
EN cb kn ind oincancnorcpadtininna RPT do scnkitdendanetinaisccsdlawses 1, 500, 000 
oS ee nt aR 8g RRS DRT 50, 000 
Cylinder grinding machine__._...._.......- 3, 000, 000 3, 000, 000 2, 700, 000 8, 700, 000 
Crude-oil pipeline...........-...--...--.-.. SEE Ev Soreuadcccahesucooscces hb 16, 000, 000 
I ia te a me dccwdaikemipsinel 2 RS Ae Ree 120, 000 
Seismic equipment......................-.- 25, 000 Eg Meee recsaeeae | 50, 000 
WEE SE Mae Ne aR 8 I Sirditnincemn chains csitintiaieal 200, 000 
INS ise npibakagernts dud onalaknatoniiecs | SERRE Sok ee PS Ee 25, 000 
Machine manufacturing_............-...... WE iia cocticn dab icnhtrcecuce 270, 000 
Petroleum products..............-..---.... 17, 400, 000 9, 685, 000 784, 800 27, 869, 800 
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Country and product Converti- Expropria- War risk Total 
bility tion 
France—Continued 
Household soaps and detergents...........- $5, 000, 000 $5, 000,000 |.......-.....- $10, 000, 000 
eae Open EY) RE SO Open 
Machine tools I Sint cnn dctahevnntccchekunnedees 100, 000 
Ms Cali uh dhe Uh psinnsipiebovnbbineies 163, 000 i AER creat tar 306, 000 
ED Bitkdinedack«iniguniesunet=ponicheinnal 147, 886, 104, 191, 698 | $59, 234, 128 811, 311, 826 
French Guinea: Bauxite mining and alu- 
SOE HRORUIER.~. <5 sos senscncesss- cance C8008, G00 Toccincnemmeeses 58, 500, 000 123, 500, 000 
Germany: 
I A ci vias nbophdapemunconselenn 200 GOR Linktbdewscnee 300, 000 
Automobiles. _........---.. 9, 850, 000 8, 865, 000 18, 715, 000 
Automatic control devices__...........-.--.- (7 See ee” 150, 000 
Machine cutting tools.......-........--.... 7, 000, 000 , 17, 250, 000 
Corrugated boxes, ete_....-.-.------------- 4, 000, 000 8, 000, 000 
TE LES SIA AT 120, 000 240, 000 
Reproduction equipment 200, 000 400, 000 
Metal products _ _._.-- 50, 000 100, 000 
oleae ncnaeenutindenme 612, 500 1, 225, 000 
Lighters and related products 400, 000 800, 000 
I asad ounce anayiibwsinen saci 100, 000 300, 000 
a ie nekine name 12, 707, 500 47, 480, 000 
Ghana: Pharmaceutics........-...-...--......- 10, 000 15, 000 
—, 
ices ahon clon mane agasapinwe wm ame 20, 000 he TE 30,000 
‘Asbestos SES ee Spetipir cine aiacteh 10, 000, 000 BORE Bonkccc tb osceee 18, 350, 000 
Household detergents. -.---.-.-..-.-.-..-.-- Open Eppa ake pit oO 
megan Co Re ene 74, 400 tf RAR, 148, 800 
BS Ah Ee eas RE 425, 000 ween 850, 000 
Household EE eS eS , 000 , 000 1, 000, 
a ae 11, 019, 400 C000 000 }o2 22 Sk: 20, 378, 800 
Guatemala: 
Paper and paper peecentins {Seek jee tere | 250, 000 oy Sea Etat eh a 500, 000 
Se Seen pee 2, 000, 000 - _- 3 eae 4, 000, 000 
SS SS TaD 00, 000 tS ES SR 200, 
TAS ee OOD 1, 000, 000 Et betupehaieegenge alps 2, 000, 000 
A oe ee 3, 350, 000 3900, 0004.55. 6, 700, 000 
Haiti: 
SEE EEL LARA CLAP: 350, 000 a Pekar See A Hes 700, 000 
nemo DE Bs adigcadbschchconbahcnwn nie 300, 000 NT | 3 ae 600, 000 
7 ES ES See Saas 1, 500, 000 ef Ree 3, 000, 000 
Lending and small business and agriculture. 200, 000 3) § eee 400, 000 
NE EE EERE Hod 1, 075, 000 1, 075, 000 900, 000 3, 050, 000 
_——_ kc EE eee eee on CREE er eee 3, 425, 000 3. 425, 000 900, 000 7, 750, 000 
Hondur: 
Lumber and sawmill. _...........-.-...-..- 150, 000 9 Rants. 300, 000 
NG aha ctikmndcncinnadinbinnisnn suka cee 200. 000 vt) REN ager: 400, 000 
Dmbbbcbaetotbagedccwnnewsion econ 350, 000 BET Inn vccrtcnes nus 700, 000 
India: 
EE NES OT CRA IT 215, 800 STR ONO Fic ua léskzeene 390, 100 
en a alninsetnmmicien bales | E RSET ORR. eo: 2, 000, 000 
FEE EDA A I She dencwknd occ lc dacececnneants 2, 300, 000 
TS ee Cae ae ise SERS MAR alee 800, 000 
Rs SSE Zeer at) SCRE i ey. 2, 400, 000 
SE RA SM ey te TN STRESS GREER 5 Open 
Rayon manufacture. ..........--...-..---.- | CSREES BRR SSIGS Se Tse RS 825, 000 
BG MIE To can sccccnceascnesseneane RIED Bacetdcs cbuSunc ene cnaukeonan 570, 000 
gam eannees Petia sibaahin acscapstaciconclic-eckdeotoecdas le + oP RCT eee. See 2, 700, 000 
Sealetiaidindladiculdiniildabkmmish—e tam cningee 6 SESS CE UR RE 1, 500, 000 
= OO Pre NEOUR. oe nndncinens a SE Ree Tae ares 3 500, 000 
PTTRIIOONS 5 oon nc ees n nsw cecee- DUNT Sictatiliens) Ca. Clabencccacasees 140, 000 
adie irl isto iste iesiotiguasds miko canker 13, 950, 800 SPA Bans 63 seek 14, 125, 100 
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Country and product Converti- Expropria- War risk Total 
bility tion 
Tran: 
General engineering._.......-...-......_--- $500, 000 $500, 000 |_........__.-- $1, 000, 000 
RT REIS 1, 800, 000 1, 200, 000 |..........-... 3, 000, 000 
PONCE Gs Sncddconkchnndcnidcboaweindadeiiad 2, 500, 000 , 500, 000 |... 22... 5, 000, 000 
Public works construction__............---- 5, 000, 000 , 500, 000 |_-_----------- 8, 500, 000 
PNEID BIE CNB oo oni corencensncnscedeumiel 650, 000 Se lovonsnescmbaiied 1, 300, 000 
aici a scsi pisackiottnwin.c ctetsnie cabot nate 10, 450, 000 8, 350, 000 |_..........-.. 18, 800, 000 
Ireland: Manufactures of carpets............... 598, 000 294, 000 $291, 060 1, 183, 060 
Israel: 
BEOUMINE TOO onc on cdsectipnacacodnein st See: cate ser 15, 000, 000 
OO aE TEE Binnie < oman ttebwnipgnaninaed 7, 000, 000 
IIR So na coc sors oon. adycenaee ceil Ce pen 
2 one knoe rel ddinconenaaduuall eb KDE er MES 22, 000, 000 
Italy: 
Phermoaceutionls. .... oo. ncdsecnnwceccccsuss 288, 000 yg Reese 528, 000 
APO ick a dons nutes amentdthhiiidiars «ceahiiitedbans hue aie rdanteane 440, 000 440, 000 
> REM TY SE PTE BIS 12, 000, 000 4, 000, 000 |....-.---.-.-- 16, 000, 000 
Riil i ccunwbhansecdncbdbdbebanehies Gund 500, 500, 15 SC SS 1, 000, 000 
Secmemiasaaia lie a nives etvallithe allipitherineregs ice Mill 2, 000, 000 2, 000, 000 | .-............ 4, 000, 000 
Protective a SCAN ES TR 90, 000 BG Fadiicennsennce 135, 000 
RS ee RE ae 600, 000 , 000 270, 000 1, 270, 000 
ce Scat US EI a eee SMI Mico 550, 000 |_| Sener isis 0 1, 100, 000 
SE a Be seat 150, 000 | 5g RRS 250, 000 
Handbags and jewelry_..--.....-.-.-.---.- 25, 000 25, 000 22, 500 72, 500 
Knitting machinery................-......- 500, 000 | a CS 1, 000, 000 
A a ERE CRED, tvs 33, 720 Rg aan as 67, 440 
Needles and metal products...............- 4, 000, 000 2, 000, 000 1, 800, 000 7, 800, 000 
WEE cn icencinsacncnenGbuitkabdiinaes dante 20, 861, 720 10, 518, 720 2, 532, 500 33, 912, 940 
Japan: 
Aluminum extrusion plant...........2...-- AE Bester iinigs cvinlntey: olcmaentramainadn al 5, 000, 000 
Construction engineering-_................- 10, 000, 000 5, 000, 000 4, 500, 000 19, 500, 000 
REE EAE TOSI WES gf EERE! “TEEN eee tee 3, 000, 000 
Industrial chemicals. _...............--.... 500, 000 BO BOO Ba ccnntncantous 1, 000, 000 
ERIS ele pa et Bist RS 2 A Seon 3, 245, 000 FR GOO Feet ocicemeniéery 5, 930, 000 
Electrical equipment.-_..................... Sy OE fa nddcen cousnccliuswececompnald 150, 000 
Machine manufacturers...................- 2, 000, 000 MUU GEE Peenckecesineens 4, 000, 000 
RUE. 4 inidaennsontdssslinedaibchiescinee 23, 895, 000 10, 185, 000 4, 500, 000 38, 580, 000 
Jordan 
pT EOL Es, ER Re OMe BE RE IOAN, Salts 115, 000 115, 000 230, 000 
IEE GE UTI ini cnnenatnndesianecncuub due 300, 000 , 000 148, 500 748, 500 
PONE ticnikbvaanncenntcnasaethaacdiaed 300, 000 415, 000 263, 500 978, 500 
The Netherlands 
ePID NRONEL 1... « cunadebsmeusasiinedsnaliidl 5, 500, 000 rN Rear meres 6, 250, 000 
Meat products and extracts. .......-....... 5, 200, 000 2, 600, 000 2, 600, 000 10, 400, 000 
pn Oe LE eee PERE 5 SE FO levctncncmndnaal +<ontemecremieiils 25, 000 
IPI i a ce 300, 000 SOR CED Fo cucavncnenovs 600, 000 
ES EEL, ERENT TA SER RTGS AE: SNES, 308, 880 308, 880 
Aromatic chemicals. ..............-........ 1, 500, 000 CONE Io cligesacdenne 2, 250, 000 
ES dacuanicnbuosiwas apn 12, 525, 000 4, 400, 000 2, 908, 880 19, 833, 880 
Pakistan: 
PENS on acndoncnsnntnenanceuaiin 300, 000 Ne Oe ree 450, 000 
ypu tpaba aon PNOGMICAR.. wuss cen enene 400, 000 5 Sea 800, 000 
eee GG VOT sn os oso pc centans 25, 000 SAE 1+<$<oderneena= 50, 000 
BODY chal Cubancbevdossadoenvensuakents 25, 000 fs ge eectcatne wake 50, 000 
Loans to small business. ........-.......-.- DOR nw ctnaeceetivecttinesed 60, 000 
Rubber-soled footwear. ....-..-----.-..--.. SE FiGscs...- sony ieee ae eee 250, 000 
Rio. os coin cc ccccntcccaphing 189, 000 SOD CBB hoe icin aicconee 539, 000 
INES tiie aiiinnwn s ntgnicbecinnnboheien 1, 249, 000 OD, GD Fe annwndnndeccs 2, 199, 000 
Pareguay: 

Re IIE 65 iss wenn tcl 20, 000 gp neers Ba 40, 000 
IO ioc iricnine ab sn ka ann an wivend Oebae Reema nein rf 3 2 eee 3, 000, 000 
indie tddbaithininws aihnalivisontnh oniieabb gabe see Gioee We cactaindtuncun 6, 800 

DO. cisctcccctwccsvccssuveececmuwaunie 20, 000 9,006, 900.4... 222525 3, 046, 800 
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Country and product Converti- Expropria- War risk Total 
bility tion 
Peru: 
Sere eos Ee ae oe hee dh CLE Saaremaa $500, 000 
Confectionery products. senate le tipaeweiniers Og nS Sn eee ace 1, 800, 000 
a) See ae eee Oy BOO oeseccec cre enteccaduebaes 45, 106 
ND a an kss casbccrmenentbowadesns 4 "000 Pc caicinathb dens eocisnaaies 5, 500, 000 
ee ea ee dl SERS eee een ie 1, 423, 500 
i RR be a Re eaten Be Mdesibcy enn cdl oscwan thine’ 45, 106 
esta stris dss cbdtarnancutuaswacin 3 3 2 eee 4 9, 313, 712 
Phillipp’ 
Metal ‘alleys SEERA eee Ba 75.000 $75, 000 $75, 000 225. 000 

harmaceuticals......./...........-----.-- 20. 000 Sy a dy CE ae 70. 000 

EE EES ES Se ee eae he 2, 250. 000 SOOO §. 223 ct ccc 4, 500. 00f 
Intravenous solutions--._..................- 20. 000 ht Ce ee 40. 000 
Soft Mitte Akiba arbweusaategsentiemend Open Open Open Open 
Paints and varnishes.__...................- 25, 000 i teen ee erent 50. 000 
le wort bang Sahumennmacenenn 5s ne LETT) MRS CRITE 200, 000 
Construction and operation: 

Ea eee ee 5, 100, 000 SS O00 Fn x5 10, 200, 000 
Consulting service.......-.-------.---. 10, 000 |g eae 15, 100 
ep and vermishes:.<......-....-.......- 25, 000 § Rare 50. 000 
PE SSS Si! 60, 000 ‘of ee ees 900. 000 
NS OS BTL 265, 000 Ng Seeeet ert 505, 000 
SE Rcsibint bidtadannawbatiest animes, wi: 8, 590. 000 8, 090, 100 75, 000 16, 755, 100 
Spain 
EER Se FE Open RS os aye Open 
Pulp and papermiill..-.............-...__. 1, 000. 090 ak PEE EES 2, 000, 000 
ST ere ee ae tecmey eel. I ee Rn we 8 a 200. 000 
Industrial chemicals......................_- 5 SS, Rees 122, 400 
CS RE AE area 200, 000 |] Aer 490, 000 
Water-treatment compounds._.........___. 532. 500 ee eee ee 832, 500 
_ | as >? nna 1, 125 000 | NE aa 1, 687, 500 
Total 31, 179, 900 BO Bolectme tances 5, 242, 400 
Thailand: 
ee RSE RC EE Mba 1, 725. 000 gh Rotel IES: 2, 200. 000 
Loans to small business.............._____. STO Sea 50 (00 
er GNP So oe os wc sk os ORR A RRR Star 115. 000 
SE iieicnh ak 5. ands nam oieccneeost is 1, 890, 000  * yee 2. 365, 000 
Turke 
SSRIS EOS Sa es ee | ESTOS PIT. MPa as 1, 000, 000 
Petroleum refining. ...._................... |. | SRS ee 20, 000, 000 
Man” factures, tires and tubes......_.______ 831, 000 831. 000 405, 500 2, 067, 500 
Tg einen nae atl lle SaaS, Sah 29.000 fp ae ae 59, 000 
Development and management..._...____- 16, 310, 000 O TOR GOP 12s occ555532232 25, 065. 000 

a ie Seah aeON e CRE ELS BE Bo siie as nahh ha hc ondwannmncie 1, 500 000 
SER RPT ee: , 000, 20, 000, 000 18, 000, 090 58. 000. 000 
Power development____..............-..._- eg eee ies SEE aa 34, 384, 000 
Loans to small business.................__. 60, Peter, Me Bale. 60, 000 
Petroleum exploration...................... 2, 630, 000 eh Peeoepeeer ered 5, 260, 000 

SREB a ears tere bere 96, 744, 100 32, 246 000 18, 405, 500 147, 395, 500 

United Kingdom: 

Ree ee re, eet EEE eeeersS 1, 000, 000 
Pulp and paper plant... __._....-...--.----- 5 EEE CCAR 20, 000, 000 
Pumps, tools, and equipment__.._--._____- NB Ss eee Serr oseee 1, 500, 000 
Tires and tubes_._............------------- gf NSE ae SRE cen oo he 10, 000 
Bolt- and pipe-threading machines. _-._--_-- gy ESSE, SSR ee 675, 000 
Ready-mix concrete. -_-__..-.---.-.--------.- |. ig BERBERS RRS, MASSE SS al 5S 33, 000 
Manufacturer of paint._..........-.-...-.--- a EERIE SET (espmeenaseinnuree: 36, 600 
eae aari Siaet asi ESS De rate ce ae Np RE Ries SEES 25. 000 
ia Cy Sa DE Ei array Bae sg NPR REND TS pee nea ee Open 
Surface grinding nn wes chncere DEE Bet ChewecGkocsolasscncedsesees 37, £ 

- | NS nota tan tte deck Ses Sa ae A DRS tical a cons lai weosnewocceet 23, 317, 100 

Witness Pagers... -...4665.5..-.-..2 2. 2, 000, 000 2, 000, 000 900, 000 4, 900, 000 
n tal (all applications in process 
5 3. Oe BF Bete 6 RAL . PS 3 588, 307,882 | 284,833,768 | 167,090, 743 | 1,040, 232, 393 
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INTERNATIONAL COOPERATION ADMINISTRATION 


WASHINGTON, D.C. 


Countries with which the United States has agreed to institute the investment 
guaranty program 











Convertibility | Expropriation War risk Convertibility | Expropriation War risk 
Afghanistan Afghanistan Afghanistan Ireland Ireland — 
Austria Austria tria Israel Israel Israel 
Belgium Belgium -—— Italy Italy Italy 
Bolivia Bolivia -—— Japan Japan _- 
China (Taiwan) | China China Jordan Jordan J 
Colombia wa ao Luxembourg Luxembourg | —— 
Costa Rica Costa Rica — Netherlands Netherlands | —— 
Cuba Cuba -_- Norway Norway — 
Denmark Denmark — Pakistan Pakistan _— 
Ecuador Ecuador a F Paraguay Paraguay — 
France France —- Peru — — 
Germany Germany -—- Philippines Philippines —_— 
Ghana Ghana -- Portugal Portugal — 
Greece Greece oe £pain Spain — 
Guatemala Gautemala -— Thailand Thailand Thailand 
Haiti Haiti — fae f Turkey _— 
Honduras Honduras —- Kingdom | —— — 
India —_—— a Viet Nam Viet Nam Viet Nam 
Tran Iran —— Yugoslavia Yugoslavia —- 




















Since further agreements are in continual negotiation, if an investment is 
contemplated in an area not listed it may be advisable to check with the Invest- 
ment Guaranties Staff to ascertain if an agreement is about to be consummated. 
In some cases the dependencies or overseas territories of the United Kingdom, 


France, Netherlands, etc., 
the guaranties may be used. 


are desirous of encouraging American investment and 
Again, a specific inquiry should be made to this 


staff to determine the availability of guaranties in such dependent areas. 


ExHIBIT 2 


Listing of investors by State, type, and country of project 




















State and investor Product Country 
California: 
I Intravenous solutions -__--......- Italy. 
Edwin W. Pauley.........- _ A exploration .-| Jordan. 
Rheem Manufacturing Co_.. .-| Metal drums__....-. The Philippines, 
Smith-Corona Marchant, See Business machines Germany. 
Connecticut: 
Associated Seed Growers, icssassvaetion PE cheesy oamaesetia Italy. 
Jacobs Manufacturing Co--........... pO SS SE Sas United Kingdom. 
New Britain Machine Co seth a ouihiietial Machine tools................--- France. 
Perkin-Elmer Corp ...........-..-..-..- High precision instruments. ....- G - 
Smyth Manufacturing Co............- ookbinding................-.-- Italy. 
Delaware: Omaf Corp._.............----.- Bausit mining and production | French West Africa. 
of alumina. 
mr Morrison-Knudsen Co., Inc........- Construction engineering... ..... France, 
Armstrong Paint & Varnish_-.........-. Paints and varnishes----........ Do. 
Barber-Green Co...........-..- chisel Construction machinery - ---..-- United Kingdom. 
Chicago Molded Products... .....-.-.- | AL Re CORR ee. de Italy, United King- 
om, 
Gardner-Denver Co..............-.--- Mine car loaders._...........-.-- x 
Marshall Oil & Chemical Co--......... Waste oil refinery. .............. Turkey. 
National Aluminate Corp--..........-. Water treating c SUD concand Germany, Italy. 
imer Casing Co............-... Animal sausage casings.......... many. 
Sperkler International, Ltd_..........- Industiral filters...............-- The Netherlands. 
; — oe eee Catalyst for petroleum refining..| United Kingdom. 
n ty 
Marmon-Herrington Co., Inc........-- Transportation vehicles. ........ France. 
Tokheim Oil Tank & Pump OGiirs 2 Oil tanks and pumps...........- The Netherlands. 
Kansas: The Coleman Co-_._._...-......-- Space heaters... ..............-. Germany. 
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State and investor Product Country 
Kentucky: Corhart Refractories Co., Inc..| Refractories_.................... France. 
Massachusetts: 

Godfrey L. Cabot, Inc.-............... SIRE I oe cin cceccdcce France, Germany, United 
Kingdom, 
og Ry” ete aa: NE SESE ae Thailand. 
Lapointe Machine Tool Co__.._....... Machine tools_.._-- United Kingdom. 
Ratheon Manufacturing Co-._...-...- Radar and sonar equipment. Germany, Italy. 
gg SMe Bega Chemical finishes. _--_- The Netherlamis. 
Union Twist Drilling Co_..-.........- Metal cutting tools__...._- Germany. 
United Greenfield Corp.--.............| Twist drills, machine tools The Netherlands. 
Maryland: 
American Motel Corp_..........-.---- REE eee ee Italy. 
Ellicott Machine Corp... -.......-.-.-..- | EASES SE a France. 
Michigan: 
7 SS SS Se a ee eae ‘Trucks and cars......<.......... Do. 
a roel Stash cnmcccedas Materials handling equipment... Do. 
Dow Comming Germ... <1... -...--<s656 0 NS ET Do. 
Dow Chemical Searesticoal, } eee I oe i ae OS he The Netherlands, Japan. 
A. fe eee Trucks and cars.......-.-..----- Foams, Germany. 
Fruehauf Trailer Co..._...-......--__- oD” a ee Fra 
Parke, Davis & Co._.......--- eee Pharmaceuticals--._........-.--- U nited Kingdom. 
Minnesota: 
Federal Motor Truck Co-..-.........- Trucks and vehicle parts_--_-__.- Turkey. 
SC EL TE eee Food processing...............-- Pakistan. 
Minneapolis- Honeywell ener Co. Regulating instruments ......-- United Kingdom. 
Missouri: Monsanto Chemical Co-_----_--- eal A RE ie ae: Italy. 
New Jersey: 
Cooper Alloy Foundry Co-_............| Stainless steel valves. ........__- United Kingdom. 
Johnson & Johnson... .._...........-.-| Surgical dressings. .............. India. 
Do SEE eee Lighters and related products_-_-} Italy, F 
a, INR os ooo a nce awcsen Home appliances..-.-......-.-.- United oe 
New York: 
American Home Products Corp. - -.-_- Pharmaceuticals. --.............. The Netherlands, Italy. 
fees OF AMT  . 2 pt Hotel furnishings. - -.-.-....-...- Turkey. 
Caltex Oil Products Co-._.-_......-.-.. go Sa ae eens sae Italy. 
Cone Automatic Machine Co_______-_- vr screw machines and | United Kingdom. 
tools. 
Bn OEE ae Sree eee ai 555 dias ete tied France. 
Dictaphone Corp..-..-.....---..--.-.- Dictaphones. ..........-.-...-.. United Kingdom. 
i mcd ere cahessnicennas Writing fluid, mechanical pens | The Netherlands. 
and pencils. 
Be Po iis ent nilen’d Castor oil derivatives __........- Do. 
Foster Wheeler Corp_-.-_.---.-.------- Construction enginecring........| France. 
Genes Electric Co., Inc_..........-..- Electrical -----: ee 
General Foods Corp-.-..-...----------- Food processing.................| Peru. 
re —— Instruments. _-__--...-- thea 9 products tke ueem United Kingdom. 
OT ey CR hacia ces .| Paints and chemicals-_-_..-.--.-_- Ecuador. 
| SLA eS a ne Sealing compounds...... ..-...- Germany. 
natant apne ameter pr aa ae ae ..---] Trinidad. 
EEA, ees Ree eee 0 pee hee, ee -| United Kingdom. 
Heyden Chemical Corp--.--..-------- ERS REE oe France. 
OEE oo eiteeketsScasesces = 
0 EFESIE PERS ee (SR SR ge ee 0. 
Peter Huppert. ie det ek heectngtied STEN Germany. 
Kellog Credit Corp..-_....------------- Telephone service---_..........-- Peru. 
Knott Hotels Corp.....-.--. --.------ Hotel operation. --....-.....--.- United Kingdom. 
Kresno-Stamm Manufacturing Co-..-- i  adinibeee—-n<ns s<<peks The Netherlands. 
McGraw-Hill International._...-...--- PEE cerdn scr kesekcceses United Kingdom. 
Metallizing Engineering Co., Inc---- -- Metal spray equipment ----_____- Do. 
National Dairy Products Corp Sarak hale Food processing... --..........-- Do. 
National Fastener Corp-.- .---- -| Slide fastemers__.-.......-.-...-- France. 
National Biscuit Co-------.--- .| Biscuits and crackers............| Italy. 
Olin Mathieson Chemical Corp .| Industrial chemicals....._._.._- Do. 
ARE RPEVEE E sc0s ea aot aan .| Power actuated tools__....._._-- Germany. 
Siocnonbsoh ke ohe astansensesuie Pharmaceuticals. - Turkey 
| PES a are ss = and production French West Africa. 
ty) 

Gite Misvaher Obs. -.. -..~-226.5-.5- Elevators ond equipment... _..- India, Italy, Germany, 
Phelps Dodge Corp------------------- Metal ores and alloys---.....--- The Philippines. 
Pocket Books, Inc.....-.-------------- PR iidtbwnwscceenessckea ag Kingdom. 

Preferred Utilities Manufacturing Co.-| Oil burners.....-...-.---...-....- 
Singer Manufacturing Co-------------- Sewing machines...-............ .. 
SRR arent ee RUE Seca Optical equipment. .-_-.-.......- Germany. 

arene ST es, BABS. < iecions On NEED: ©. 2. eo wenn ne Austria, Italy. 
H. H. Sonnenberg.---.---------------- Vénetian blinds. ............-... The Netherlands. 
South. American Placers, Inc. --------- Gold dredging _.................- Bolivia. 
E. R. Sauibb & Sons....-.----...-...- Pharmaceuticals. -..-........-.- United Kingdom. 
Standard Brands, Inc_--.-.-.-..-.---- Soluble coffee_-_..........-.--.-- Do. 
Standard Oil Co.-....----.-.---------- NS RTE Ee a Italy. 
Standard Oil Development Co- .-.----|-.--- ek tied Metiidias cnwecaniinenge France. 
Von Kohorn International Corp------- Rayon manufacturing... .-...-.- Republic of China. 
Westinghouse Electrical International | Electric generating equipment - - Do. 

Co. 
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Listing of investors by State, type, and country of project—Continued 

















State and investor Product Country 
Ohio: ° 
Cincinnati Shaper Co_--.-..-....------ Machine tools..................- United Kingdom. 
ARTE SO inincingce dnsniseaagnadhod Electric products.-_.........-..- Germany. 
Concrete Chemicals Co--..-........--- Concrete admixes_-__.........-- France 
TI TO a gl Automotive parts- ---_- pes ara doe oD: 
Firestone Tire & Rubber Co--_---.-.--- Tires and tubes. ...............- me. 
Euclid Road Machinery Co-_-_-.....--- Earth moving equipment_-_--_..- Getta ingdom. 
The B, F. Goodrich Co--..........-.-- Tires and tubes-.............-... The Philippines, Iran. 
Goodyear International_..............- Tires and retreading_-__......... Turkey. 
Harshaw Chemical Co__-_.........---- Ceramic colors. -._............... France. 
Harris Intertype Corp............---.- Paper vuttere 2... 2.5 scald Germany. 
Ley PIO RIRS cartdscdvouy <odqitnn Welding equipment_.____....._- France. 
he a aaa ae Metalworking machinery --_._- Do. 
oustenns Robert L. Parker.........-..-- Petroleum exploration equip- | Jordan. 
ment. 
Oregon: 
Farmen & Son Logging Co_._..-.....- Logging maeene.. bitehcpevechaebd Guatemala, 
I IN i sik amma enicbegarats RaDUANS oe Mags 2S te Do. 
Pennsylvania: 
Hamilton Watch Co................... bie Nii I agli ey as 2 Japan. 
Houdry Process Corp. PTR Sa Petroleum refining TOS aOR France, Italy. 
E. F. Houghton & Co___.__..-_....-.- Chemicals and lubricants. - - .-.- Germany, Italy. 
International Water F Corp. Rte ae Wate? WOM Aadi «Sao i ck cncewases France. 
Joseph Pacifico. SERRE 5 a RMR tit Italy. 
TOperS Be nk. . aides asta cucd a monomer and wood | France, Guatemala. 
precision. 
Bes TO CRS cheils dwtisinscndiasanace Precision grinding machines__..- United Kingdom, 
Leeds & Northrup Co_._-.......-..... Control instruments __________.. . 
Mine Safety Appliance Co. -___.-...... Miners lamps and safety appli- — United King- 
ances. om. 
Rockwell pamptetariog nse i aicdia hes Power tools ..-.-| Germany. 
Réhm & Haas Co___-__.-.._..........} Agricultural fungicides._______- France, 
OT OOD. «tad = cteubi tks essen Vibratory equipment__._...._.. Austria, Italy. 
Westinghouse Air Brake Co_____..___- Railroad equipment...._.-.-__.- Italy. 
Rhode Island: Brown & Sharpe Manufac- | Machine tools............---.-~- United Kingdom. 
turing Co. 
Texas: = 
Dresser Industries__..........--.--.... TS 5 ae eee aes Greece. 
Drilling & Exploration Co. of Nevada, | Oil and gas drilling  detitkekio ascent United Kingdom. 
ne. 
igre oa Consolidated Dairy Prod- | Dairy products_............-..-- The Philippines. 
ucts Co. 
Wisconsin: 
Ray-o-Vac International, Inc_-_..__.._- Leakproof batteries... ..........| Denmark. 
A-P Controls Corp......-------------- Oil heater regulators. _..........;| The Netherlands, 
ExHIBIT F 


Fiscal position of the investment guaranty program as of Mar. 31, 1959 


Presént igsuing authority 22.1. nonsense epee enn neeawwencewee ncn $500. 0 
Less investment guaranties issued and outstanding (after taking 
into account deductions, cancellations, and reductions of risks. 





$413.5 million in guaranties have been written) ....-.-.-----_-_-- —337.9 
Issuing authority remaining.._.........-.....----.----.--.-------.--- 162.1 
DDR COMNOR DEBOIGE on eiicsperinedencikiennhdenmpn nasdaq wells senima 1, 000+- 
Reserve sources : 

Notes (borrowing authority) .........-.-.----.---------- $199. 1 

Fee income through Mar. 31, 1959_.....----------.------ 3.8 

Totel SERGRTS WONTON. ok Be cic nce cncnnnnconncucmeenaien 202. 9 

Less amounts obligated : 

For pre-July 1, 1956, contracts (100 percent reserve). 52.1 

For contracts on fractional reserve__._.....-.------- 71.4 
POET RE ia a serena eens sare Ripa ws tcc nhieeinccnaenenilion Milan —123.5 
Amount remaining for obligation._...._._....----------.-.--- 79.4 


Contracts which may be issued on basis of 25 percent reserve.__._.._~- 317.6 
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ExuHIsit G 
Income and expense 
Income: 
Fees collected, beginning of program through Dec. 31, 1958_____- $3, 445, 239 
Fees collected, 12 months ending Dec. 31, 1958__.....---------- 1, 165, 915 
Fees collected, previous 12-month period____ --- ae 564, 659 
Average daily fee income 1958, 257 working days__._-.-.---.--. 4, 537 
ID TING, Bi, Bee e a teteis eke ant anncnncundseecacccm None 
Expense : 
Operating costs, current annual rate: 
UR RE RRR ne SAL lll ei i Sa a tan hee ROE RPI DE 1122; 000 
RE Er ee ee ee ort 20, 000 


Raa dea lia cea daa eiliniicegitnphetictaediensoo-apaoemeae- cote ota neem smash ean * 142, 000 


4Includes (a) salaries of guaranty staff, (b) travel, (c) estimated salaries for legal 
and accounting support, and (d@) $23,500 overhead allowance. 

? Administrative costs were approximately 12 percent of fee income for calendar 1958. 
The previous year they were about 20 percent. 


Mr. Warpven. To summarize, Mr. Chairman, last year it was sug- 
gested we put greater effort behind this program which is designed 
to support the efforts of private investment operating in the foreign 
countries. 

If. Americans will place their capital, management, and technical 
resources to the upbuilding of our friends and allies, that it is worth- 
while for us to offset certain of these risks by guaranteeing them 
against possible losses attributable to expropriation, confiscation, or 
inability to convert currencies, arising from earnings of their invest- 
ments, and lastly, the risk of loss because of damage of war. 

It was suggested last year that perhaps—if I may use the words of 
last year—that perhaps we needed more elbow room then and that 
we dennis have more authorization to carry on this program. At 
that time I said we did not, that we probably had enough room for 
operations under our original $500 million authorization to last us 
through the year. 

At the same time, this committee was quite specific in wanting us 
to expand the operations of this program. This has been done and 
the result is that we now must place before you a plea for an expanded 
authorization so this program may now have, instead of just the $500 
million in authorization, that it may now grow to $1 billion in author- 
ization for the issuance of these forms of insurance for the protection 
of private investment abroad. 

e have one other request and it relates to the war risk guar- 
anty, which has been ineffective partly due to us and partly due to 
the limitations of it, and we would now ask that you give consideration 
to expanding our right to issue guaranties against the risk of war to 
include revolution, insurrection, and civil disturbance arising from 
those three instances. 

Last year—if you will be good enough to look at a chart in back 
of the testimony 








(Exhibit C referred to is as follows :) 
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Mr. Warven. You will see, when we were reporting here then we 
had $64 million of contracts issued in that year and that the volume 
of contracts issued in the year just completed has risen some 300 per- 
cent to $212 million this last year. 

Additionally, when we were speaking before you then, the appli- 
cations that we had in process stood at $640 million and today are 
somewhat over $1 billion for these guaranties. 

It is for the reason that the program has grown to this extent and 
that it is necessary to assure the investors that the guaranties will 
be here when they need them, that we do require this additional 
authorization. 

I wish to report again that in spite of the fact that we have issued 
guaranties in total of $400 million with a net lability of approxi- 
mately $340 million, that this is one insurance program unlike any 
others in that is has no claims pending today and has never had to 
pay a loss. 

To touch briefly on the matter of war risk here, partly due to us, we 
have not been able to do as good a job on war risk and the war damage 
guaranty as we had hoped. 

We had a man in training, a very fine person, and unfortunately 
we lost him last September, losing many months of training and 
work. But that is only part of it. 

In talking this over with the investors, the war risk guaranty as 
it is now set is not the kind of guaranty which is going to be effective 
in moving private investment into the dangerous areas. 

It does not include the more common occurrences of revolution and 
insurrection and these are the more common risks today. These are the 
risks that occur far more frequently—almost once a month in the 
latter part of this last year, and an international war under which our 
present guaranty would become effective, is very rare. 

In the matter of the $500 million of increased authority, this does 
not at this time require money, it does not require obligational 
authority. 

We work under a fractional reserve system common to most insurance 
operations. We started out with an original $200 million in notes to 
back the guaranty program. There is enough remaining in note 
authority to carry us to somewhere around $630 million in issuances 
of contracts. However, there is in our legislation a ceiling on our 
present issuing authority of $500 million. 

We believe—we know from our own figures that we have enough 
reserve backing without requiring additional funds or note issue to 
— us to issue in new contracts this year approximately $290 
million. 

Last year we did do $212 million, but I ask you to remember that 
that is by far the best year we have ever had. I don’t know whether 
we can do that again. We will try to exceed jt, but it seems to us that 
we have enough. 

However, I would say this, that if we are as successful as you have 
always wanted us to be, then it is quite likely we will have to come 
back to you next year and ask for perhaps $100 million in note issuing 
authority to hold the reserves to the 25 percent level. 

I have one bit of what I consider very good news. Last year, upon 
the urging of this committee, we visited some 16 major cities in this 











MUTUAL SECURITY ACT, 1959 911 


country—financial centers. We talked to over 1,000 companies. For 
the first time in years we now find a strong, a growing, a real interest 
in the expansion of private investment and in foreign operations 
overseas. 

In other words, the work of the last several years in trying to get 
American businessmen to take a greater interest in foreign operations 
is now beginning to bear fruit, their planning is here, it 1s definite and 
it is real. 

Now, these don’t show in the commerce statistics yet but these are 
the plans that have been shown to us by people as we sit down at 
their desks and work over with them. We have said time and time 
again to these people that American business and American companies 
are losing anywhere from 10 to as much as 30 percent of the potential 
of thei’ Vaeiness because they have not undertaken the initiative in 
seeking foreign markets. 

Seriously, the big problem today is that the American companies, 
time after time, are not applying the proper initiative to unlock 
markets which today are closed to them for a number of reasons, 
chiefly lack of dollar buying power, but the good news is this: The 
planning, the activity is better. 

I look forward to seeing probably every record in the private in- 
vestment field broken. That is ahead of us. I think that American 
industry and the American companies are going to pick up a load. 
I see daylight and I think we should back it with everything we have. 

Chairman Morean. Thank you, Mr. Warden. 

Mr. Farnsworth. 


STATEMENT OF RICHARD B. FARNSWORTH, DEPUTY CHIEF, EDUCA- 
TION DIVISION, INTERNATIONAL COOPERATION ADMINISTRA- 
TION 


Mr. Farnswortu. Mr. Chairman, and members of the committee, 
funds made available under section 400(c) of the Mutual Security Act 
are designed to further mutual security objectives by increasing the 
number and quality of human resources available to participate in 
economic development, 

An American-sponsored school is one that provides educational fa- 
cilities of two nations—namely, those characteristic of the United 
States on the one hand, and on the other hand, those of the host 
country. The student bodies include nationals of the country, third 
country nationals and may include U.S. citizens. American-sponsored 
schools abroad are cooperative enterprises supported by U.S. citizens 
and local citizens. 

Graduates of these schools will be among the scientific, political and 
economic leaders in their countries. One of the American University 
of Beirut’s most famous alumnus is Charles Malik, President of the 
United Nations General Assembly. Robert College in Turkey, by 
virtue of its long establishment there, enjoys a wide range of contacts. 
At the present time it numbers among its graduates three Turkish 
Ambassadors, the head of one of the big major political parties, senior 
officials of the Industrial Development Bank and a host of industrial- 
ists and technicians in private industry. Most of the American-spon- 
sored schools in Latin America, Africa and the Far East are elemen- 
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tary and secondary schools, nevertheless they also can claim economic, 
political and social leaders as their alumni. 

The wording of section 400(c) of the Mutual Security Act closely 
parallels the apie used in establishing a similar type of pro- 
gram under the jurisdiction of IES. The mutual security pro 
objectives of economic development have indicated that technical edu- 
— at the college and university level should receive particular 
emphasis. 

overnment assistance to American-sponsored schools abroad is not 
a new thing. Since 1943, the U.S. Government has aided American 
schools abroad, first, under Public Law: 355-and since 1948 under 
Public Law 402, of the Smith-Mundt Act. aperes by smal] yearly 
appropriation from Congress and limited to Latin America this pro- 
gram of the Department of State has been supplying dollar assist- 
ance to such schools. With the passing of Public Law 962 by the 84th 
Congress on August 3, 1956, the way was opened to permit the use 
of local currency proceeds accruing from the sale of surplus agri- 
cultural commodities overseas. Section 400(c), title 5, of the Mutual 
Security Act of 1954, as amended, provided that “the President is 
authorized to use not to exceed $10 million of funds appropriated” 
to assist “schools and libraries abroad, founded or sponsored by citi- 
zens of the United States and serving as study and demonstration 
centers for ideas and programs of the United States, notwithstanding 
any other act authorizing assistance of this kind.” Section 107 of 
the Mutual Security Appropriation Act of 1958 prohibited the use of 
funds for school assistance. 

However, the Mutual Security Appropriation Act of 1959 contained 
no such prohibition. Demands upon funds appropriated restricted 
the program to.an amount of about $3 million during fiscal year 1959. 
Because the International Educational Exchange Service of the 
Department of State was, as has been indicated, supplying small 
amounts of dollar assistance to Latin American schools and was also 
supplying local currencies to American-sponsored schools in other 
parts of the world, it was agreed they should administer the pro- 
gram as ICA’s agent in order to achieve coordination of the total 
U.S. resources used for this purpose. IES accepted this responsibility 
and has been administering the 1959 program for ICA. 

It is perhaps worthwhile remembering the reason the U.S. Govern- 
ment initially took an interest in. assisting such schools abroad is 
because of the fact that in 1941-42 we could clearly see the threat 
which the Nazified German schools in Latin America posed as centers 
of pro-Hitler sentiment and of anti-American propaganda. Never 
before in the history of man has such an intense struggle been waged 
to win control of the minds of men as is now being carried on. The 
Communists in an effort to outbid the free world in this so-called 
cold war are moving into the economic and cultural fields. There- 
fore, the importance of American-sponsored schools abroad to Amer- 
ican foreign policy can hardly be overemphasized. 

While the primary objective of the program is to enable American- 
sponsored schools abroad to contribute more significantly to the de- 
velopment of the human resources so desperately needed by the de- 
veloping countries, there are other significant products of the 
program. 
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In addition to their function of actually training productive 
citizens, another important element is the fact that the American- 
sponsored schools abroad serve as models and demonstration centers 
which influence the educational systems of the host countries and 
thereby improve the type of education offered all the students in the 
country. They serve as a local demonstration of improved educa- 
tional methods, materials, and teaching procedures. 

In a broader sense the schools aided provide one means of con- 
tributing toward the sound objectives of developing better under- 
standing between the people of the United States and the peoples of 
the countries in which these schools are established. The students of 
the host country who attend such schools tend to learn U.S. methods 
and standards without affecting their basic sense of values toward 
their own countries. In addition, with an American educational 
background, these students are ideally qualified for local employ- 
ment with U.S. firms. They are also better prepared to enter Amer- 
ican colleges and universities for advanced training. 

In summary, by assisting American-sponsored schools abroad we 
are supporting American private initiative, we are capitalizing on 
existing investments, and are utilizing the skills and knowledge of 
Americans already working in the educational field abroad. The 
enormity of the developing countries needs for trained manpower 

uires that we make maximum use of all our available resources. 
hairman Morean. Thank you, Mr. Farnsworth. 
‘ ree have one more witness, Mr. William H. McCahon, on ocean 
reight. 


STATEMENT OF WILLIAM H. McCAHON, CHIEF, VOLUNTARY 
FOREIGN AID STAFF, INTERNATIONAL COOPERATION ADMIN- 
ISTRATION 


Mr. McCanon. Mr. Chairman and members of the committee, this 
is a request for $2.3 million to defray ocean transportation costs of 
U.S. voluntary agency gift shipments to needy persons abroad. These 
gifts, which are distributed in the name of the American people, in- 
clude food, clothing, medicines, hospital supplies, wiped: supplies, 
hand tools, and other self-help items. The salient points, observa- 
tions and facts bearing upon this program are as follows: 

1. All supplies involved come from private U.S. sources as volun- 
tary donations either in cash or in kind. 

2. All costs including procurement, processing, packaging for ex- 
port, and delivery of supplies to U.S. port are borne by the voluntary 
agencies. 

3. For every appropriated dollar spent on ocean freight, roughly 
$15 worth of these privately donated supplies are delivered to needy 
persons overseas. 

4, During the past 3 years, the value of these supplies has averaged 
$27 million annually. 

5. Thirty-two U.S. voluntary nonprofit agencies are participating 
in this program, including the relief arms of the three major faiths, 
CARE, and the American Red Cross. A full listing of these co- 
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operating agencies appears in note 1 on page 90 of the nonregional 
presentation book, as follows: 


American Friends of Austrian Children. 

American Friends Service Committee. 

American Jewish Joint Distribution Committee. 

American Mission to Greeks. 

American ORT Federation (Organization for Rehabilitation Through Train- 
ing). 

American-Polish National Relief for Poland. 

American Red Cross. 

American Relief for Poland. 

Assemblies of God—Foreign Service Committee. 

Brethren Service Commission. 

Catholic Relief Services-National Catholic Welfare Conference. 

Christian Children’s Fund. 

Church World Service. 

Congregational Christian Service Committee. 

Cooperative for American Relief Everywhere (CARE). 

Foster Parents’ Plan. 

Heifer Project. 

International Rescue Committee. 

Iran Foundation. 

Little House of Saint Pantaleon. 

Lutheran World Relief. 

Mennonite Central Committee. 

Refuge des Petis. 

Rumanian Welfare. 

Save the Children Federation. 

Seventh-day Adventist Welfare Service. 

Tolstoy Foundation. 

Unitarian Service Committee. 

United Lithuanian Relief Fund of America. 

Universalist Service Committee. 

World Relief Commission of the National Association of Evangelicals. 

World University Service. 


6. Eligible agencies are those registered with the Advisory Com- 
mittee on Voluntary Foreign Aid. This Committee was created in 
May 1946. It has 10 members at present, all serving without com- 
pensation, and is chaired by Mr. Charles P. Taft. 

7. As a condition of such registration, the voluntary agencies keep 
the Committee fully informed of their activities. An annual public 
audit is filed by each registrant. These are available for public in- 

tion. 

8. The U.S. origin of the goods is made known to the recipients 
through labeling, special posters, and literature, as well as by personal 
contacts of the American citizen field representatives maintained by 
the voluntary agencies. 

9. The authorities of the recipient countries exempt the supplies 
from all duties, tolls, and taxes. Inland transportation and related 
costs from port of entry abroad to ultimate distribution center is paid 
by the recipient countries or from other non-U.S. Government sources. 

10. Forty countries and areas are now included in this program, 
16 having lai added in December 1958. A full listing is found in 
note 2 on page 90 of the nonregional book, as follows: 


This program covered the following countries and areas at the beginning of 
the current year, and coverage therein will continue in fiscal year 1960: Algeria, 
Austria, France, Italy, Poland, Yugoslavia, Egypt, Libya, Greece, India, Iran, 
Pakistan, Burma, Hong Kong, Laos, the Philippines, Taiwan, Vietnam, Bolivia, 
Chile, Ecuador, Haiti, Honduras, and Paraguay. 
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New countries and areas as follows were declared eligible in December 1958 
and coverage therein will also extend through fiscal year 1960: 

Cambodia, Ceylon, Colombia, Costa Rica, Federation of Malaya, Indonesia, 
Israel, Japan, Lebanon, Liberia, Macau, Morocco, Portugal, Singapore, Spain, 
and Tunisia. 

The additional $200,000 requested is needed to take care of this and 
other possible expansion in the number of countries to be served. It 
is believed that with this modest increase the amount requested will 
be adequate to finance all estimated shipments in the coming year. 

The above describes in very brief outline form the nature and accom- 
plishments of this program. Its accomplishments, I believe, anety 
justify the foresight of the Congress in initiating and supporting this 
activity. In summary, I should like to say that we continue to look 
upon this people-to-people activity as a useful and important supple- 
ment to the government-to-government assistance programs. It 
carries with it the concern of the American people for the less fortu- 
nate peoples of the world, a concept which is inherent in the conscience 
of America. It isa good example of how Government and our private 
citizens can join hands to accomplish mutually desired ends. 

In addition to their own supplies, many of these same private organ- 
izations are moving substantial quantities of surplus agricultural 
foods (660,000 tons in fiscal year 1958) donated under title III of 
Public Law 480, which authority also provides the financing for the 
ocean-freight costs on these shipments. On a much smaller scale, 
they are also finding imaginative uses for raw cotton furnished under 
title II of Public Law 480. In cooperation with indigenous groups, 
this raw cotton is converted into mattresses, and other useful items 
for use in hospitals, orphanages, and other charitable institutions. 

Also beyond their material aid shipments, these voluntary agencies 
are carrying out many other useful services in the fields of refugee 
care and resettlement, technical assistance and self-help. 

In conclusion, I think it fitting to let these voluntary agencies speak 
for themselves by quoting one paragraph of a recent paper prepared 
by the American Council of Voluntary Agencies for Foreign Service 
in which they allude to the challenge which confronts all of us today: 

During the 20th century it is impossible to escape from the fact that there 
exists a struggle for the minds and souls of men. This struggle may be con- 
ducted by words and by every means of propaganda, and it also may be con- 
ducted by deeds and by example. The voluntary sector, besides promoting 
peace and an abiding sense of brotherhood through programs of cooperation 
to meet human need, performs a basic service to truth which is deeply significant 
to the whole future development and ultimate goals of American foreign policy. 

Mr. Chairman, ladies and gentlemen of the committee, I commend 
to — this activity for continued support in the coming year. 

Yhairman Morgan. Thank you, Mr. McCahon. 

Mr. FitzGerald, how is it possible to use money from the President’s 
Fund for Asian Economic Development to pay increased salaries ? 

Mr. FrrzGrrarp. Section 501 of the Mutual Security Act of 1954, 
as amended, authorizes the President to transfer funds available under 
the act from one account to another to use them for the same purposes 
as the fund originally made available. 

Chairman Morean. Under section 501 ? 

Mr. FrrzGeraxp. Yes, sir. 
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Chairman Morcan. Has the ICA in the past used Asian develop- 
ment funds to pay administration expenses arising from the use of 
the fund or in any other way ? 

Mr. FrrzGerrap. No, sir. 

Chairman Morean. This is the first time? 

Mr. FrrzGerap. Yes, sir. 

Chairman Morean. Dr. Campbell, the malaria program was set 
up on a 5-year basis, wasn’t it, a 5-year program ? 

Dr. CampBeLn. Yes. 

Chairman Morean. The total cost was figured to be about a half 
billion dollars? 

Dr. Campsetyu. Yes, sir; about $518 million. 

Chairman Morcan. Do you think that amount is going to be suffi- 
cient to do the job now that we are approaching the third year, the 
middle of the program? 

Dr. Campretyi. No, sir; I believe that figure will have to be in- 
creased. Our present planning indicates a need to increase the U.S. 
contribution during the 5-year period by approximately $33 million. 

Chairman Morean. Our contribution, approaching the third-year 
stage now, has increased over what we thought we would put into the 
program at the start? 

evr CampseLi, Yes, sir, to the extent of $33 million for the 5-year 

eriod. 
: Chairman Morean. Are we running according to schedule? 

Dr. CampseEtu. Yes, sir. 

Chairman Morean. What would be our total share of the half 
billion dollars? 

Dr.. Campseti. About $141 million. 

Chairman Morean. Now we are asking for $35 million this year 
from special assistance ? 

Dr. CAMPBELL. Yes, sir. 

Chairman Morean. What were our appropriations in 1958 and 
1959? 

Dr. Campse.t. The appropriation in 1958 was $23.3 million, the 
second year it was $25.6 million, and this year $35 million is being 
requested. 

I must add to that that in the first year we secured authority to 
use $3,940,000 plus or minus additional to make a total of $27.2 million, 
so it is $27.2, $25.6, and $35 million. 

Chairman Morean. Dr. Campbell, does the Development Loan 
Fund enter into the picture of malaria control at all? 

Dr. Campse.u. No, sir. 

Chairman Morean. Are there any Development Loan Funds that 
have been made available to this program ? 

Dr. Campsety. I do not believe so. 

Chairman Morean. Does the $5 million requested for the control 
of waterborne diseases come from special assistance? 

Dr. Campseti. It comes from special assistance, yes, sir. 

Chairman Morean. I know you proposed a budget broken down so 
that $2.6 million goes to WHO abit Pan American Health Organiza- 
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tion and some to the ICA consultants. ‘ 
Now the first. year of that program, covered by this budget as set 
forth in your statement, is this to get the program off the ground? 
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Dr. CAMPBELL. Yes, sir. 

Chairman Morean. What do you propose to be the cost of that pro- 
gram.as it goes on? 

Dr. Campsetu. Our best estimate is that the cost will be between 
$9 million and $10 million a year in technical cooperation. 

Chairman Morcan. How long do you think a program like this 
will have to be in operation before you bring these diseases under 
control on a worldwide basis ? 

Dr. Campse.u. That is a large order, sir, but I will say this: 

Each year we will assess the results and see whether we are making 
progress, and if we do not make progress, we will not ask for addi- 
tional support. 

However, if we do have progress—and I firmly believe we will— 
we will be back to ask for support and indicate progress. 

I think it will be within the order of magnitude that I have indi- 
cated, between $9 million and $10 million a year for a period of time. 

Chairman Morgan. Dr. Campbell, did the initiative for this pro- 
gram come from the WHO Assembly ¢ 

Dr. Campse.y. Last year I was a member to the Delegation of the 
World Health Assembly in Indianapolis, and I attended the opening 
sessions of the technical discussions. I had the agenda well before 
me as to what was going to happen. 

We were all surprised that the first thing out of order on this agenda 
was that people rose up to talk about water. They wanted to find 
out why something had not been done on this matter of water around 
the world. 

There was a continued and lively discussion. This went on for 
several days. 

I would say that this was an expression of 88—representatives of 
88 nations that something needed to be done about it. 

Dr. Wolman, who is the dean of sanitary engineering, drafted a 
resolution, that was approved, that the Secretariat of the World Health 
Organization make a study of this matter and come up with recom- 
mendations, which they have done at the executive board meeting in 
January of this year, and I am sure that this same recommendation 
is going to appear at the General Assembly this year, in May, before 
the 88 nations, that there needs to be a frontal approach on this mat- 
be around the world, the biggest problem is the matter of international 

ancing. 

Chairman Morean. Dr. Campbell, does WHO go back to Geneva 
this year ? 

Dr. Campsety. Yes, sir. A member of my staff will be a member 
of the delegation this year. 

Chairman Morean. Thank you, Dr. Campbell. 

Mr. Arnold, we have one member of this committee who is consider- 
ing an amendment requiring that the administration of the invest- 
ment guaranty a be transferred from the ICA to the Develop- 
ment Loan Fund. 

We know under the existing law there is authority for the President 
— that, but would you give us some opinion as to how you feel about 
it 

Mr. Arnoxp. I would be glad to speak to that, and I would like Mr. 
Warden to speak to that too, Mr. Chairman. 
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The guaranties that have been made by the guaranty shop, or 
staff, have been very largely if not entirely made by people who were 
not interested in borrowing money, who have the funds to move. 
Those are the ones we have been talking to throughout this country. 
They have their own financial arrangements. That is one reason why 
I think we are in a better position to service this type of guaranty. 

We hope more and more to use it on the smaller companies in con- 
junction with other Government lending agencies, the same method as 
the Development Loan Fund and others. 

Mr. Chairman, also there is a very important matter of use of 
foreign currencies on this thing. 

Perhaps Mr. Warden has some other thoughts in this respect. 

Mr. Warven. That is a fairly difficult question to ask the operating 
mg of a division to say whether he would like to move from where 

eis. 

Chairman Morcan. The reason we wanted it on the record, Mr. 
Warden, is that at least one member of the committee feels very strong- 
ly about this and we will have to consider it. 

Mr. Warven. Well, we have been married to ICA for a long while. 
The Development Loan Fund is new. 

It might be interesting, perhaps, to look at the problem. This is 
the kind of a question that Mr. Dillon ultimately has to make the 
policy decision on. But when he does, then I think he has to look at 
a number of considerations : 

Are you more interested in making loans? Are you more interested 
in making guaranties ? 

There are quite a number of things that should be done. We are 
happy where we are, and we will make out, and we will be successful, 
I believe, wherever we are going to be. 

Mr. Grant. Mr. Chairman, I might mention that this question of 
the actual physical location of the investment guaranty program has 
been a subject that is under constant review and, as you know, the 
authority presently exists for placing it at different places within the 
executive branch. 

We currently have authority to move it over to the Development 
Loan Fund if this appears to be more desirable. 

The decision has been taken recently that as of the present at least 
the investment guaranty should remain with ICA. 

Now, one of the reasons for this is that the Development Loan Fund 
in these early stages of its existence has been busy adjusting to meet 
its own specific needs and during this period, regardless of the other 
pros and cons on this subject, it was not thought desirable to put this 
added responsibility on the Development Loan Fund. This is with- 
out prejudice to the ultimate merits. 

Chairman Morean. Thank you, Mr. Grant. 

Mrs. Bolton. 

Mrs. Borron. This is certainly a lot of wonderful material to piy 
into. 

I would like to question Mr. Arnold relative to the $5 million that 
you are wanting. After all, it has been going for some time, hasn’t 
it, and your $5 million would emphasize what is supposed to be going 
on. Why $5 million? 

Why that? 
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Mr. Arnotp. There is a new emerging interest in private enterprise 
around the world. It is completely new. The enidalieen is swinging 
the other way. 

Of course, we have programs. I will be glad to list them with you. 
I will be glad to show you all the incidental programs we have. 

Mrs. Botton. We would like that for the record. 

(The information is as follows :) 


Examples of projects to encourage private enterprise approved in fiscal year 
1958 and fiscal year 1959 


[In thousands of dollars] 








Country Project Amount 

obligated 
China (Taiwan)-...- Small industry fund - -..-............----.----- Aue AE LS ReTe Deer bea 1, 500 
Handicraft promotion center. ..... -.- ~~ ..2- 222 0es-ese- nnn --o-eceee 135 
pC PR ein tet Medium industry development... .............--.------------------- 2,000 
Philippines.........-. Industrial development center __......-...-.---------------------.-- 286 
i) a PECRG EON, GOTO Bee on cn nbccnicecevasn<cblanchvencesiuihkaee 385 
| aR AIRES BS a SUNCIURNN CRN on 0 ois wwedcandurccbeoncdens sondbaineowdaknnes 110 
COORG. c.< cn+ idence Industrial development and productivity---.............---.--.----- 179 
ELI ETE atest National productivity council...........--...-..-..--..--.-----.---- 941 
WE io 63 idieeek ae Se Engineering and industrial advisory services_--.-.........-.....--.--- 130 
Lebanon ---.-...-.-.--. NA, CN Bi ia ide inne dEabusbapicdcuwgus~anwnhtied 120 
FOES. canksccuse Industrial research and development center. ..-.-.......-..--.-------- 85 
Argentina........... Industrial management and productivity __.............--...-..-.-- 130 
REE ERE Ho Management associate assistance program........-.-..------------.- 76 
TWA soni csc SIPGURIUENE TUNG CFU ig Sapa wn ecb dwdnn ones’ abkiesssss Gowen 57 
GO. ct iveactasniie Industrial POG VIET SERGI inn cckcneshvcndtnnncnesecsgneccuiedse 78 











Mr. Arnotp. The formula will permit people to go into the newly 
developing countries. Most of the capital going overseas is going 
into—well, Latin America, Canada, New Zealand, and the oil areas. 
I am thinking about the little people, the smaller concerns. Some- 
times they don’t even know of these opportunities that exist. 

We have recently undertaken a new type of approach. Rather than 
a general naeeeak for a given country, we have gone in on a specific 
suggested enterprise. 

Mr. Grant. Mrs. Bolton, may I add just very briefly on this, because 
I think it is relevant. 

With the increasing emphasis on private investment, we want to 
avoid as far as possible the delays that are inherent in our normal 
programing process where it is necessary to program a year to 18 
months in advance. We want to pick up these opportunities as they 
arise and expand the program as rapidly as possible. 

Secondly, there is the very real problem that many of the best pri- 
vate enterprise opportunities come on the scene rather briefly and you 
have got to move right away. 

You may have read in the press about the major survey made in 
Ghana on the Volta project. This opportunity arose last summer. 
It had to met at that time or else the opportunity might have been 
— That is another reason why we fare asked for unprogramed 

unds. 

Mrs. Bouton. Thank you. 

Mr. FitzGerald, I would like to discuss a little bit your personnel. 
Where do you get them? How do you train them, and what are you 
using—are you using the Institute for the language training, and, 
if so, does ICA pay the Institute cost and so on ? 

Mr. FrrzGrratp. A number of questions. 
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Mrs. Bouton. Yes. 

Mr. FrrzGerap. First, in recruitment, we have a very intensive re- 
cruitment program on now. We have instituted some novel pro- 
cedures this past year by having recruiters in the field making pre- 
employment interviews in the household. 

We found over a period of years that people have been hired in the 
agency, have been sent overseas for the first time, and mama and the 
children didn’t quite get along in the particular country even though 
the husband was able, technically. He was an excellent man, but the 
uncertainty of living abroad, under new conditions and that sort of 
thing, upset the family life and reduced the efficiency of the specialist. 
Asa result, his preemployment interview has given us excellent results 
so far. We have turned back people whose records appeared to qual- 
ify them but who couldn’t meet the test of family adjustment. 

Chairman Morcan. When you send them out, of course, you give 
them medical examinations. Do you have any psychiatric exami- 
nation ? 

Mr. FrrzGrraup. Not as such. We give them a general physical 
examination. 

Chairman Morgan. Does that include the family ¢ 

Mr. FrrzGeraup. Yes, all members of the family; and with the ex- 
amination the physicians know where they are going and what condi- 
tion they are in, and with the conversations we have, plus our inter- 
views in the personnel division, our people are becoming quite ex- 
perienced in sizing up people and determining whether there are in- 
stabilities of this kind. 

Mrs. Botton. How about language training ? 

Mr. FrrzGeratp. We are quite pleased with the project we are do- 
ing there, Mrs. Bolton. They have taken a number of months to get 
our program in order and determine how we should place the empha- 
sis. We have made an interesting survey of all of our missions abroad 
and we have spotlighted the positions in the missions where the lan- 
guage is important, where it is essential to conduct daily business, and 
— it is useful. These are the three different categories which we 

ave. 

We have at the present time 864 people who are in training. We 
have over the period of the fiscal year over one thousand people who 
are taking language training. That is exclusive of families and 
children. 

Mrs. Bouton. Now where do they take their training ? 

Mr. FrrzGrratp. We have concentrated training for men going 
overseas, those who must have it on a required basis, where they go 
a where the language is important. We have concen- 
trated our training in the Foreign Service Institute here in Wash- 
ington. 

We are utilizing also the Foreign Service Institute in Mexico City 
for language training in Spanish. We are considering other Foreign 
Service facilities. 

Mrs. Bouton. Have you been using the one in Nice? 

: “s FrirzGreratp. We examined that and decided not to use that 
acility. 

We ibe are looking at the one in Beirut. The one in Frankfurt, 
of course, we do not need at the present time. 
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We found that the requirements in order of priority are Spanish 
first, French second, and Arabic third, and then we go into the more 
difficult languages of Hindu, Bengali, and various other languages 
of the Far East. 

We are very pleased with the progress the team made and we are 
trying to get these people through that psychological barrier of going 
out and talking to the people and communicating because we feel so 
strongly about that. You must be able to communicate. 

Mrs. Boiron. May I say that is one of the very fine things that has 
been developing in the ICA. I watched it on the Board at the Insti- 
tute and I get more of a look-in on some of these things than some 
of the rest of the committee. 

Would you say that language training is one of the most important 
bits of training that you can give your people? 

Mr. FrrzGeratp. I think so. 

We feel strongly that with language you can communicate with the 
people of a country. 

Too frequently we are communicating with the people who are only 
speaking English, people who are only oriented to the West. We 
don’t see the other side of the coin. 

Mrs. Bouron. Does your personnel receive any additional mone 
to meet the language needs? Britain, of course, gives assistance. } 
refer to their study. Do they get extra money in order to learn? 

Mr. FirrzGeraup. As an incentive ? 

Mrs. Bouton. Yes. 

Mr. FrrzGreratp. We do not have any incentive at the present time. 
However, we are considering this, as you know, Mrs. Bolton, with 
some of the other governments, but also a lot of international in- 
dustrial companies give incentive to their work. 

Mrs. Bouton. I am very anxious to have that on the record. 

Mr. FrrzGeraup. There are certain bonuses which they pay for pro- 
ficiency in the languages. We are studying that very carefully. 

Mrs. Bolton, you asked the question about why we were assuming 
the responsibility of paying retirement funds. For fiscal year 1958 
we were advised to seek funds for this purpose rather than to have 
funds appropriated to the Civil Service Commission, as had been the 
practice in prior years. 

Mrs. Borron. Thank you. 

Chairman Morean. Mr. Beckworth. 

Mr. Beckwortru. Mr. Warden, I was very interested in these com- 
panies you have listed in one of your tables. In our country right 
now we are hearing quite a bit about unemployment in areas that 
are known as depressed areas. 

When you undertake to choose a company, do you give any at- 
tention whatsoever to a company that is quite inactive in an area 
that is called a depressed area, or would that have any bearing at 
all with reference to your choice of a given company to do a given 
job in a foreign country ? 

Mr. Warven. Do you mind if I restate your question for the 
answer that I want to say? 

First, we do not choose companies; they choose themselves, to make 
these investments abroad. Of course, we have talked to them about 
the opportunities abroad. 
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Mr. Becxwortn. If you will pardon the interruption right here, I 
believe you said you talked to representatives of about a thousand 
companies ? 

Mr. Warven. Yes, sir. 

Mr. Beckworru. Did you happen to get into any of those areas 
that I have alluded to, the depressed areas of our Nation ? 

Mr. Warpen. I certainly did. And we found company after com- 
pany who would say to us, “Our exports used to amount to 25 percent 
of our value. They are now down to5 or 8 or 10 percent.” 

I would say it is high time we do something about it. These 
companies should look to the countries where their products are 
needed. You can either export or you can manufacture abroad. 

Mr. Becxwortu. I have hoped that some degree of emphasis could 
possibly be given to these kinds of companies. 

Mrs. Bouron. You mean depressed areas in this country? 

Mr. Becxworrn. Yes. It might somewhat strengthen the effort to 
assist depressed areas. 

With respect to Mr. Farnsworth’s statement about education: Of 
course, we all know that next to the strength we get from the Al- 
mighty, the human resource is the most important resource there is. 

In connection with your choice of students—whatever you might 
have to do with this, if anything—do you give any consideration or 
emphasis to that student who, if he didn’t get some help, would never 
have a chance at schooling of an aiivantel datire. as compared to a 
student, who, if he wanted to proceed further educationally, already 
is in a financial condition to do so if he would? 

Mr. Farnswortu. Sir, these moneys are given to American-spon- 
sored schools abroad. Last year $3 million was distributed and we are 
asking, as you know, for five this year. 

The money is not given out to scholarships, but to the schools them- 
selves to improve their libraries, their plant, or to remodel or build 
new structures. 

I will answer your question this way : Many of these schools, such as 
the Athens College—nearly 50 percent of the students in Athens Col- 
lege are there on scholarship. The extent to which particularly 
Athens College improves its physical plant and facilities and its 
equipment will enable them to grant more scholarships to their 
students. 

Mr. Becxwortu. One of the faults I have seemed to sense with 
reference to aid in these educational programs is—I may be wrong 
but I have watched it rather carefully—too often money goes to people 
who, if they didn’t get the money and really wanted to go to college, 
they could. 

If education is as important as we all believe it is, I would say put 
the emphasis on helping that fellow that is just as bright, just as 
capable, but who, if he doesn’t get the help will never have a chance to 
obtain advanced schooling. 

Mr. Farnswortu. I agree. 

Chairman Morean. Mr. Fulton. 

Mr. Fuuron. I yield at this time to the gentleman from Indiana. 

Chairman Morean. Mr. Adair. 

Mr. Apatr. A few questions to Mr. Warden. 
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What has the total income been now from fees on guaranties, up to — 
this time, or approximately ? 

Mr. Warven. Approximately $314 million have been collected in 
fees and they have been placed in the account of the reserves for the 
investment guaranties, 

Mr. ADAIR. How do you treat those? What do you do with that 
money ¢ 

Mr. Warven. That is the first money to pay claims. 

Mr. Aparr. But you haven’t paid any claims yet. 

Mr. Warven. That is right. 

; ee. Apatr. What do you do with the money while it is accumulat- 
ing ? 

Mr. Waroven. It is collected by the Export-Import Bank, who are 
our collection and fiscal agents. We place it in a special checking 
account for the investment guaranties funds. 

Mr. Apatr. Does that account draw interest ? 

Mr. Warven. No, sir, it does not. I believe that would require 
special legislation. But we are saving money because of these ac- 
cumulated fees. There is an interest factor there that would prac- 
tically pay our salaries, sir. 

Mr. Apatr. You think it would require special legislation to permit 
the payment of interest upon this accumulated fee fund ? 

Mr. Warven. That is what the people at Treasury have told me. 

Mr. Aparr. Mr. Chairman, I wonder if we could get a statement 
on that for the record from somebody. 

Chairman Morean. Mr. Grant, could you furnish us a statement ? 

Mr. Grant. Yes, sir. 

(The information is as follows :) 


The fees received by Eximbank from the investors as payments of premiums 
on the investment guaranty contracts are deposited to the credit of Eximbank 
in a cash account in the Treasury, earmarked for use in payment of claims under 
guaranty contracts. 

The Treasury has no general authority to pay interest on funds received by it. 
In every case where the Treasury does pay interest it has been authorized to do 
so specifically by an Act of Congress. 

Examples of such specific congressional authorizations are the Federal Deposit 
Insurance Corporation Act (2 U.S.C. 1823) ; Federal Ship Mortgage Insurance 
Act (46 U.S.C. 1272). 

On the basis of these examples and many others to be found in the Statutes, 
it would be necessary for Congress to enact specific legislation authorizing the 
Treasury to pay interest on the fees accumulated under the investment guaranty 
program. This may be done by authorizing the purchase of U.S. obligations, 
or obligations guaranteed by the U.S. as to principal and interest or the payment 
of interest on the cash deposits. 


Mr. Apatr. I gather you spend 15 percent of your income for the 
cost of running your office. 

Mr. Warven. When the book was made up we thought it would 
be about that. The previous year our administrative costs were about 
20 percent of our fee income and we thought we would get down to 
about 15. Actually we got down to 12 percent, sir. 

Mr. Grant. This income does not actually go to pay your salaries. 

Mr. Warven. No, it istwo different pockets. 

Mr. Aparr. He is using comparative figures. 

Mr. Warven. Yes. 
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Mr. Apair. I think I understand that. If the Congress grants this 
widening of coverage which you have requested for revolution, insur- 
rection, civil strife, and so forth, is it the intention to increase the 
cost to the person getting the guaranty ? 

Mr. Warven. No, sir. We will have to take that to the National 
Advisory Council but our recommendation would be to consider this 
simply as part of the war risk. 

r. Apatr. Don’t you think it increases the risk substantially? 
And if it does, then shouldn’t the cost be greater ? 

Mr. Warpen. We have written no war risk guaranties up to this 

soap so we have no comparison. I think that the half of 1 percent 
ee on war, revolution, insurrection, and so forth, is all the traffic will 
bear and it isa fair measure. 

Mr. Apatr. You don’t think the companies seeking this guaranty 
would pay more for that protection ? 

Mr. Warpen. I don’t think so. 

Mr. Aparr. Mr. Warden, in speaking with some businessmen I have 
found them to be very anxious for this type of protection. To that 
extent I agree with you. I did not have the feeling they would not be 
willing to pay additionally for it since an additional hazard—and as 
you pointed out in your statement, a very real hazard is covered, and 
just expressing one man’s opinion it seems to me that thought ought 
to be given to the business of asking additional amounts. 

Now you have $314 million here but it wouldn’t take very much of 
a loss to wipe that out completely and it just seems to me that that fund 
ought to be built up a little more. 

Now heretofore in discussing this paragraph, or this section, we have 
discussed the word “persons.” 

In these guaranties which are listed in the book here, are those all 
made to corporations? Are there any to private individuals? 

Mr. Warpven. There are some individuals. We have had two indi- 
viduals within the last 90 days who made investments of $2,000 each in 
a foreign country. 

Mr. Apair. I find no record of that in this briefing book here. 

Mr. Warpen. We have not provided that kind of a breakdown. 

Mr. Aparr. Do you have that kind of a breakdown ¢ 

Mr. Warven. Yes. 

Mr. Aparr. Mr. Chairman, could we have that sort of a breakdown 
inserted—that is whether it goes to corporations, individual businesses 
or individuals? 

Mr. Warpen. You will find it goes in the majority to corporations 
and to a very few partnerships or individuals. 

Chairman Morcan. You can furnish that for the record. 

Mr. Warven. We can do that. 
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(The information is as follows:) 


During the life of the investment guaranty program through December 31, 
1958, there have been nine contracts of guaranty concluded with persons partici- 
pating as individuals and with one partnership. The individuals are as follows: 












































Investor Product Convertibil- | Expropria- 
ity tion 
John K. Dennis Plastics. $4,070 $4, 070 
Hohenstein, Walter P.........-........-. Polystyrene..............-.- 46,000 |.............. 
Peter — PE vcccuedtnndsecscens 4, 070 4,070 
Guatemala: Oliver Farmen Logging operation........... 70, 000 70, 000 
Fee Joseph Pacifico. Building stone. ..........-.-. 20,000 j............-. 
Edwin W. Pauley. Oil tion. 6, 000, 000 
Robert L. Parker. Pe :  anenee and 1, 250, 000 
uipment. 
The Netherlands: Hi: NG i dnciuctinwni Writing fluids. 29, 750 17,000 
Thailand. Harry F. R Dolan,..........-..-..-. Tapioca rice. 99, 400 150, 000 
7? epaee: The Netherlands: Louis | Chemical finishes.. 50, 000 














Nore.—The remainder of the names and investments listed on Exhibit A are corporations. 


Mr. Aparr. Are these people citizens of the United States or citizens 
of other nations ? 

g Mr. Warven. The law requires they be citizens of the United 
tates. 

Mr. Apair. The individuals therefore are U.S. citizens. The cor- 
porations are domiciled here. 

Mr. Warven. That is correct. 

Mr. Aparr. You ask for an additional $500 million of authorization. 
Has that any effect upon our budget this year ? 

Mr. Warpven. No, sir. 

Mr. Aparr. Does any other part of your proposal here have a direct 
effect upon our budget that you know of ? 

Mr. Warven. No, sir. 

Mr. Aparr. Thank you, Mr. Chairman. 

Chairman Morean. Mr. Fulton. 

Mr. Futon. I am interested in the guaranty program. Previously 
business has paid twice as much as the present premium, for much 
less coverage. So probably in the future when an added coverage 
could be put on, there could possibly be an added premium if necessary 
to cover added risks, 

I hope that you are handling the program so that there is a mini- 
mum of redtape because businesses when they come into a program 
like this want to buy it pretty much like an insurance policy. 

Are you handling the guaranty program on that basis of efficiency ? 

Mr. Warven. Sir, we have nine people—we had nine people the 
year previously. We have no room or time for redtape. However, 
there is no possibility that a man can walk in the door and simply 
pick up a form contract. A great/many of these are hand tailored to 
the situation. 

Mr. Futron. *You do it on a business basis so the man can come in 
and give what coverage he wants and after a reasonable time have 
a suitably tailored contract? 


38361—59— pt. 411 
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Mr. Warven. Every one of our contract holders was polled during 
the last year—that of outside people—and there was not one single 
complaint on that score. 

r. Fuuron. If we could have it in the record I would like to get 
the history of the agreements for the investment guaranty programs 
in the various Latin American and South American countries. I 
would like to have that put in the record if you could. 

(The information is as follows :) 


1. PARTICIPATING LATIN AMERICAN COUNTRIES—-INVESTMENT GUARANTY PROGRAM 


Investment guaranty agreements have been concluded to date with 11 Repub- 
lics of Latin America. With the exception of Colombia and Peru, which cover 
convertibility guaranties only, all agreements provide for guaranties against 
inconvertibility and expropriation. The first Latin American country to join 
the program was Haiti in 1953; eight more countries signed agreements in 
1955 (Costa Rica, Peru, Guatemala, Ecuador, Honduras, Bolivia, Paraguay, 
and Colombia), and Cuba entered in 1957. Nicaragua, the last country to insti- 
tute the program by an agreement concluded at Managua on April 14, 1959, is 
the first Latin American agreement which provides guaranties against loss by 
reason of war damage which were added to the program’s legislative authority 
in 1956. 


2. NONPARTICIPATING LATIN AMERICAN COUNTRIES—INVESTMENT GUARANTY 
PROGRAM 


(a) South America (Argentina, Chile, Brazil, Uruguay, and Venezuela). 
Negotiations for agreements for convertibility only have been virtually con- 
cluded with Brazil and Chile and are awaiting final approval by the appro- 
priate ministries and/or ratification by the Congress. The program was again 
proposed to the new Governments of Argentina in August 1958 and Venezuela 
in September 1958 and it is now under consideration and study. Discussions 
on the proposed agreement have been held in abeyance with the Government of 
Uruguay, but it is hoped that the new Government, inaugurated in March 1959, 
will consider the program later in the year. An amendment for expropriation 
and war risk guaranties is being proposed to the Government of Peru at the 
present time. 

(b) Central America (El Salvador, Mexico, Panama). The Government of 
El Salvador has indicated to the U.S. Government that it is interested in con- 
cluding an investment guaranty agreement and will enter into negotiations 
as soon as study of the program has been completed by appropriate ministries. 
Due to constitutional objections, neither Mexico nor Panama has been able to 
enter into negotiations for an agreement covering expropriation guaranties 
and have not been willing to accept the modified text covering convertibility 
guaranties only because the local authorities consider it to be unnecessary. 


Mr. Furron. On page 4 of your statement I don’t believe you mean 
what you say by your language. You say: 
Our responsibilities complement those of the Department of Commerce which 


is active in bringing to the attention of potential American investors oppor- 
tunities for investment abroad. 


Again you say: 

Similarly our programs will complement those of the Development Loan 
Fund in the use of their lending resources to support and encourage private 
investment and other private participation. 

Obviously, in each of those instances, you mean the word “supple- 
ment” rather than “complement.” Complement means that which fills 
up and completes and that which is required to supply a deficiency; 
one of two mutually completing parts; while supplement means that 
which supplies a want or makes an addition to something already 
organized or set apart. 
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I would think in this case you mean to have your loan activities 
as a supplement to those of the Department of Commerce and like- 
wise as a supplement to those of the Development Loan Fund and 
you are not becoming a part of either the Department of Commerce 
or the Wadcantand-taaen Fund, or are you in partnership or com- 
pleting their work? You are supplementing it. Is that not right? 

That brings up the question as to whether it would be wise to have 
jor as an individual agency or whether it should be in the 

epartment of Commerce or under the Development Loan Fund. I 
believe that has been covered by previous questions by the chairman. 
I want to thank the chairman because my personal interest is in that 
angle and I won’t question on that, then, at this time. 

n the problem of the International Finance Corporation, which is 
likewise aimed for private small business through the international 
auspices of the World Bank, are you a competing field to the Interna- 
tional Finance Corporation field? If you are not, as a purely Ameri- 
can agency, do you place within your policies the implementation of 
our U.S. foreign policy generally ¢ 

The point where I want the distinction made clear is, under the 
International Finance Corporation because it is a subsidiary of the 
International Bank for Reconstruction and Development, < Bsns 
there can be none other than economic considerations in making loans 
and commitments. No U.S. foreign policy nor that of any other gov- 
ernment can be taken account of according to the express provisions of 
the articles of agreement of the IFC. 

My question, then, is, what is the difference between your activities 
and IFC activities? Secondly, are you, in effect, using your present 
authority not only for economic purposes but likewise to implement 
our U.S. foreign policy ? 

Mr. Warpren. We are using guaranties only for the implementation 
of American foreign policy. The activities of the IFC go on. 

The only place where competition might appear would be if one 
American lending company or one American institution became in- 
volved in a particular project and competed with the IFC. There has 
been no conflict that I know of. 

Chairman Morcan. Would you give the same answer in relation to 
the investment incentive fund that you are requesting $5 million for? 

Mr: Warpen. There I think we-can use the term “supplementary” 
in its best form. In its best sense. 

It does little good for us to offer investment guaranties in a country 
if the climate within that country is not good. It does little good to 
have the agreement if the projects are not documented properly, if 
they are not brought Siewaals properly. 

We would regard the investment incentive fund, among other things, 
as helpful to future investments which we can guarantee. 

Mr. Furton. You feel it is separate, then, from the International 


Finance Corporation and that vour activity is necessary to be handled 
under the auspices of the U.S. Government? 


Mr. Warpen. It is a difficult question. 

Mr. Futron. Would you please put your answer in the record later 
and distinguish these various programs among these institutions ? 

Mr. Warven. We are so much larger and the contact is very light. 
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(The information is as follows :) 


The policies which guide the investment guaranty program are set forth in 
section 413(a) “* * * Accordingly, it is declared to be the policy of the United 
States to encourage the efforts of other free nations to increase the flow of 
international trade, to foster private initiative and competition, to discourage 
monopolistic practices, to improve the technical efficiency of their industry, 
agriculture, and commerce, and to strengthen free labor unions; and to encour- 
age the contribution of U.S. enterprise toward the economic strength of other 
free nations, through private trade and investment abroad. * * * (b) In order 
to encourage and facilitate participation by private enterprise to the maximum 
extent practicable in achieving any of the purposes of this Act, the 
President. * * *” 

According to IFC’s second annual report, July 1958: “IFC’s purpose is to 
further economic development in its less-developed member countries by invest- 
ing—without Government guarantee—in productive private enterprise in asso- 
ciation with private capital and management. IFC does not compete with, but 
supplements, private capital, and it does not exercise management functions. 
Essentially IFC is an investing rather than a lending institution, and it judges 
projects on the basis of their merits as investments for private capital.” 

More specifically, the IFC invests its own funds in projects whereas the 
investment guaranty program only guarantees the investments of others, that 
is, of Americans in foreign countries. Therefore, the two institutions are largely 
noncompetitive, with IFC being an actual supplier of capital and the invest- 
ment guaranty program only a guarantor for the capital of others. 

Also, the investment guaranty program can make guaranties only to 
Americans, whereas the IFC is not so restricted in its operations. In actual 
practices, we can recall no specific project in which the IFC has had an interest 
and in which a portion of the capital invested was from American companies 
who applied to us for guaranties on their portion. 


Mr. Fuuton. I favor your operation completely as part of U.S. 
foreign policy and as a direct dealing bilaterally with governments 
and individuals because it works. 

I have strongly opposed the International Finance Corporation 
since it was first suggested by George Humphrey at the Rio Confer- 
ence in 1954. 

I would like you to put in thé record, too, a summary of your opera- 
tions, particularly in reference to your administrative expenses and 
salaries and compare those with the International Finance Corpo- 
ration. 

Mr. Warven. Yes, sir. We will come out awfully well. 

Mr. Furron. That is what I want you to do in order to justify your 
program activity on the basis of efficiency. 

As I have previously brought out, the International Finance Cor- 

ration has Seaet a long time in the organizing. It has only around 

5 million out of $92 or $93 million equivalent in dollars of hard 
currency; IFC activity is strained through about 31 to 32 nations 
on policy before action is taken. 








On An Dea ra 
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(The information is as follows :) 
ADMINISTRATIVE EXPENSES OF INVESTMENT GUARANTY PROGRAM 


Salaries for investment guaranties staff: 
1 GS-5 (3% months) 
2 GS-6 
1 GS-7 
1 GS-11 
1 GS-12 
2 GS-14 
2 GS-15 

Estimated costs: 
Controller Office, audit, budget 
General Counsel’s Office 
Consultant fees 

ICA administrative overhead allocation 

Travel 

Export-Import Bank service fee 
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International Finance Corporation, statement of income and eapenses for the 
fiscal year ended June 30, 1958 


{Expressed in U.S. currency] 











Income: 
Income from U.S. Government obligations $3, 414, 410 
Income from operational investments 93, 311 
Total 3, 507, 721 


Administrative expenses : 












































Personal services. 612, 677 
Contributions to staff benefits_ 58, 316 
Fees and compensation 124, 461 
Representation 20, 142 
Travel 125, 024 
Supplies. 13, 453 
Office occupancy 98, 953 
Communication services. 23, 972 
Furniture and equipment. 42, 320 
Books and library services. 11, 189 
Printing 16, 319 
Insurance 2, 284 
Other expenses 335 
Total 1, 149, 445 
Net income 2, 358, 276 





The 1959 budget of the International Finance Corporation provides for a staff 
of 28 professionals and 27 nonprofessionals. The salaries to be paid to the 55 
staff members in fiscal 1959 are budgeted at $436,000. Professional salaries 
range from $6,000 at the bottom of the scale to $25,000 for the President of the 
Corporation. 

In addition to salaries to its own employees the Corporation’s budget provides 
$166,000 for payments to employees of the International Bank for time spent on 
Corporation work. 


Mr. Warven. We did $20 million worth of business per person in 
= ag hee ge 5 i ~~ P . 
r. TON. I might say again, which I never get over doing 
lost my ea oy Bar in 1954 by the U.S. Ambassador ‘to 
Brazil formally withdrawing my dinner invitation because I had rec- 
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ommended the use of the Export-Import Bank for an added billion 
dollars of loans for Latin America. This policy has since 1954 been 
followed for a billion and a half dollars. I opposed Secretary of the 
Treasury George Humphrey’s recommendation of the $100 million to 
set up the International Finance Corporation on the basis that it 
wouldn’t work efficiently and that initial organization would be too 
long and it would be cumbersome in operation when in operation. 

he method of doing the business as you are doing it is one which 
I believe the U.S. Government should follow rather than get our U.S. 
policy too mueh meshed in the multilateral bogdowns that we often 
get under international agencies when we are talking of purely busi- 
ness projects. Do you not agree? 

Mr. Warven. The straight line is still the shortest distance. 

Mr. Futron. That brings us to SUNFED under United Nations. 
Will you distinguish between their programs and yours, and why 
yours is better, also? 

Mr. Warpven. May we do that in writing, sir? 

Mr. Futton. Yes. You must justify your existence because if we 
have other existing programs there is no use giving you the money. 
So I would take each one of those agencies in order and show why— 
even in regard to the Export-Import Bank under Director ston 
Waugh—that you are not crossing their fields. We have to justify 
this agency. 

(The information is as follows :) 


DISTINCTION BETWEEN SUNFED anp ICA OFFICE OF PRIVATE ENTERPRISE 


The activities of ICA’s Office of Private Enterprise are concerned solely with 
operating the investment guaranty program and with projects and programs 
for encouraging private enterprise in the less developed countries within the 
framework of the mutual security program. SUNFED is a proposal for an 
international capital fund under U.N. auspices, which has not been apnroved 
and has been hitherto opposed by the United States. The U.N. Special Project 
Fund, recently established at U.S. initiative, is to engage in technical assistance 
projects of sizable nature, e.g. major surveys, establishment, and support of 
regional training institutions, etc. It is not confined to private enterprise pro- 
grams but will deal with economic development generally. It is not a capital 
fund it does not deal with investment guaranties in any way, and operates 
within the framework of the U.N. Although there is not now any duplication 
of effort. ICA’s Office of Private Enterprise will take into account such activi- 
ties as the U.N. Special Fund may undertake which may affect the private sec- 
tors of the economies of the less developed countries. Coordination will be 
accomplished through established procedures governing the relationships between 
the U.N. program and ICA programs. 


DISTINCTION BETWEEN EXIMBANK AND ICA’s OFFICE OF PRIVATE ENTERPRISE 


There are two functions in the ICA’s Office of Private Enterprise: (1) Operat- 
ing the investment guaranty program, and (2) administering projects and pro- 
grams for encouraging private enterprise in the less developed countries. 

Other activities of the Office, including the use of the proposed investment in- 
centive fund, are designed to assist in encouraging local private enterprise and 
to develop investment opportunities for the attraction of foreign capital. The 
Office is not a source of capital although investment opportunities which grow 
out of activities of the Office may attract the interest of a variety of capital 
sources including the Eximbank. 


THe ExIMBANK GUARANTY AUTHORITY 


Section 2a of the Export-Import Bank Act of 1955 says in part, “The Bank 
is authorized and empowered to do a general banking business except that of 
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circulation—to purchase, discount, rediscount, sell, and negotiate, with or with- 
out its endorsement or guaranties, and to guarantee notes, drafts, checks, bills 
of exchange, acceptances, including bankers’ acceptances, cable transfers, and 
other evidence of indebtedness; to purchase, sell, and guarantee securities, but 
not to purchase with its funds any stock in any other corporation.” 


COMMENTS 


1. Guaranties may not be applied to equities. 

2. Guaranties of repayment of loans may cover all risks including both credit 
and political, as well as any single risk or combination thereof; for instance, a 
guaranty of convertibility or against losses due to riots or bankruptcy, etc. 


THE ICA INVESTMENT GUARANTY AUTHORITY 


Section 413(b) (4) (B) reads as follows: “The guaranty to any person shall 
be limited to assuring any or all of the following: (i) The transfer into U.S. 
dollars of other currencies, or credits in such currencies, received by such person 
as earnings or profits from the approved project, as repayment or return of the 
investment therein, in whole or in part, or as compensation for the sale or dis- 
position of all or any part thereof; (ii) the compensation in U.S. dollars for 
loss of all or any part of the investment in the approved project which shall be 
found by the President to have been lost to such person by reason of expropria- 
tion or confiscation by action of the Government of a foreign nation or by 
reason of war * * *,” 

Investment is defined under H(ii) as follows: “The term ‘investment’ includes 
any contribution of capital goods, materials, equipment, services, patents, proc- 
esses, or techniques by any person in the form of (1) a loan or loans to an ap- 
proved project, (2) the purchase of a share of ownership in any such project, 
(3) participation in royalties, earnings, or profits of any such project, and (4) 
the furnishing of capital goods items and related services pursuant to a contract 
providing for payment in whole or in part after the end of the fiscal year in 
which the guaranty of such investment is made.” 


COMMENTS 


ICA cannot issue repayment guaranties on loans such as can be offered by 
Eximbank. Also, Eximbank has the legal authority to offer not only the limited 
political risk guaranties ICA offers, but any political risk guaranty, e.g., to 
cover revolution, riot, etc. However, ICA may issue a political risk guaranty on 
equities. Eximbank cannot do so. 

In the working relationship between Eximbank and the investment guaranty 
program there is a continual interchange of information; for instance, appli- 
cants coming to the investment guaranty program whose project is one requiring 
the services of the Eximbank are referred to it—specific appointments are made 
with officers of the Bank, usually the same day. Conversely, customers of 
Eximbank who should make use of the investment guaranty program in connec- 
tion with the investments they are making are in turn referred by the officers 
of the Bank to the Investment Guaranties Division. 

Over the years the conflicts of interest between the two institutions have 
been very rare and have been resolved promptly. In the event that there would 
be a difference of opinion between the two institutions, the NAC has the com- 
petence to resolve the issues. 

From time to time during the contract processing, conferences are held with 
the Bank’s attorneys—particularly on matters affecting the future administra- 
tion of the contract. The Bank has always been willing and helpful in the 
business of perfecting the contracts for the mutual protection of the Govern- 
ment and the applicant for guaranty. 


Mr. Futron. I have just been at a hearing before the Senate For- 
eign Relations Committee with Castro and I have changed my mind. 

Chairman Morean. About Castro? 

Mr. Fuuron. Yes, about Castro. Previously I was neutral. Now, 
I think the Government and the economy of Cuba should be helped 
quickly so there will be progress to avoid extreme economic measures 
by the present Government. I hope that you will add Cuba and Latin 
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American countries to your list of countries where you feel that your 
investment incentive fund will do the most good. 

Mr. Warven. Very good, sir. } 

Chairman een aee: McCahon, members of the committee have 
received numerous reports of rather large-scale sales of packages 
supplied by the voluntary agencies in retail stores in several of the 
Asian countries. 

I can understand why a poor family might upon occasion sell a 
package to get some money to buy something else but reports of diver- 
sion have been coming in. 

Are you aware of any basis for such reports # 

Mr. McCanon. Mr. Chairman, we have heard a lot of these same 
reports. I believe most of them refer, if not all of them, to the much 
larger program I referred to in my report where these agencies are 
moving USDA donated surplus foods under title ITI, Public Law 
480. In fiscal year 1958 they moved 660,000 tons of these supplies. 

This is a useful supplement to these agencies in terms of achieving 
their humanitarian objectives but in a program that size there do 
occur diversions and problems. 

We are tooling up and have been for a considerable time in getting 
closer relationships between the private groups and our missions in 
the field. There is now a closer relationship between the two and 
our missions are doing end-use checks. In addition, our field people 
are cooperating closely with the voluntary agencies and advising and 
assisting them as to the best possible way in which these foods should 
be and can be distributed. 

Chairman Morgan. You do attempt to police the thing as far as 
you can, sir? 

Mr. McCanon. Yes, sir. 

Chairman Morgan. Mr. FitzGerald, I remember last year, or early 
this year having a discussion with your colleague, the other Dr. Fitz- 
Gerald, about the use of $1.8 million of the $8 million extra appro- 
priated in technical services last year. I note you say $1.7 million 
in your statement here. 

ow, your barge for fiscal 1959 is $36,795,000 and you transferred 
$2,140,000 from the President’s Fund for Asian Economic Develop- 
ment. This $1.7 million then comes from that extra $8 million that 
was appropriated last year for technical service. 

Mr. FrrzGerap. Yes. 

Chairman Morcan. Then your budget for 1960 is $39,500,000. 

Mr. FrrzGeraup. Yes. 

Chairman Morean. Now, very briefly, would you just give us the 
reason for this increase of the difference between $39,500,000 and 
$36,795,000 ? 

Mr. FrrzGeraxp. In fiscal year 1960 the amount of $39,500,000 
represents an increase of $2,705,000 over the $36,795,000 available for 
fiscal year 1959, and that is broken down into these components: 
$1,700,000 which we need this year to fund the full year’s cost for 
the positions and related expenses and which were authorized last 
year, in fiscal year 1959. 

In other words, the added positions are being funded for just a 
part of the fiscal year 1959. 
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Now, for fiscal year 1960, we have to provide a full year’s funding 
of these additional positions, which is approximately $1,700,000. 

Chairman Moraan. Now, Dr. Campbell, I have one more question 
about this international medical research. 

I see you propose $1 million from special assistance. 

Dr. Campse.y. Yes. 

Chairman Morean. I looked in the book here and this shows no 
program yet for the $1 million, does it ? 

Dr. Campse.. Yes, sir; I think on the next page you will find—— 

Chairman Morean. I mean there is no budget ? 

Dr. Camppett. Oh, no, sir. 

Chairman Morean. The budget is not broken down as to how we 
are going to spend the million dollars. 

Dr. Campsett. This is a grant to the WHO. 

Chairman Moraan. It is a grant of $1 million to the WHO. 

Dr. Camppett. Yes. 

Chairman Morean. It doesn’t include the $300,000 which the Presi- 
dent promised last year in Milwaukee, as a grant of $300,000; that 
went to WHO too, did it? 

Dr. Campse.y. In Minneapolis, last June Dr. Milton Eisenhower 
made a grant of $300,000 to WHO. 

Chairman Morcan. Where did those funds come from? 

Dr. CampsetLt. HEW. 

They have made a study on the possibilities they can see for enter- 
ing and developing and promoting research on an international basis 
through WHO, and the report has been made to the Executive Board 
of the WHO and that report or a modification of it by the Executive 
Board will be made to the Assembly this year in May. 

Chairman Morcan. Who is our member of the Executive Board on 
Medical Research in WHO? 

Dr. CampsEtt. I believe that Dr. Hyde will in hg the Execu- 
tive Board at the Assembly this year. Mr. Charles Kidd, National 
Institutes of Health, was selected by WHO to assist in the preparation 
of the above-mentioned report on research. 

Chairman Morgan. But this entire million dollars will just be given 
to the WHO then as a grant? 

Dr. Campsetu. Yes, sir; and from our joint studies, conversations, 
and the knowledge of what has come in this report, we know this 
money will be used for the purposes indicated in this presentation. 

Chairman Morean. Thank you, Dr. Campbell. 

Mrs. Bolton. 

Mrs. Bouron. Thank you. 

Mr. Warden, you said in your report that you had trained a very 
excellent man and then lost him. How did you lose him? Did he die 
or did industry take him? 

Mr. Warven. No; he died. 

Mrs. Bouron. You have replaced him with someone else whom you 
are training? 

Mr. Warpen. Yes. 

Mrs. Bouton. I just want to say to all of you that it seems to me 
one of the very finest things you are doing is this water program. | If 
you have been, as I have been, in the areas where you can’t brush your 
teeth, the water program seems to be one of the most basic things that 
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the WHO and the various committees can possibly do. It is very 
heartening and gratifying to find that we are in it to such a degree. 
I am particularly interested, of course, in any contribution Dr. Porter- 
field makes, because we think a great deal of him out in Ohio, and we 
hated to lose him to you, but it is all right as long as he is spreading 
his activities. 

Dr. Campsett. Thank you, Mrs. Bolton. 

Mrs. Bouron. Dr. Farnsworth, in the field of education, in the 
American-sponsored schools, what do you do in it, personally? Are 
you the head of the division on that, or what? How is that set up? 

Mr. Farnswortu. It is set up, Mrs. Bolton—I am Deputy Chief of 
the Education Division for ICA, and we needed a focal point within 
our organization where we could bring together all of the projects 
in the various regions, and I have been responsible for that. 

This year, because I had had previous experience in administering 
programs in schools, knew about them intimately, we asked if they 
would take over the responsibility for the administration, and they 
have been doing that this past year. 

Mrs. Botton. I think it isan exceedingly valuable thing. 

I believe you do not do anything for the college at Aleppo? 

Mr. Farnswortn. That isright. I believe it is a missionary school. 

Mrs. Botton. It was. I believe it is no longer. 

Mr. Farnswortn. If not, they could ask for assistance. 

Mrs. Botton. I would like to ask that you look into it because it 
has tremendous value in that particular area and is coming through 
better than anybody thought they possibly could under the Laheinal 
in the country. 

Mr. Farnswortn. One of the further things we would have to check 
on would be whether we could enter into programs where we do not 
have any—— 

Mrs. Botton. Yes, of course. Then another thing. 

Do you have any contact at all with the American schools for de- 
pendents in the Army and the Navy and the Air Force? 

Mr. Farnswortn. No; we donot. 

Mrs. Botton. I think that is very unfortunate because they need a 
bit of jacking up, shall I say, in a number of areas of their teaching 
and their whole setup. 

Thank you very much. 

Now, Mr. Chairman, I wanted to say I have been carrying on a little 
correspondence across the table here. 

Chairman Morean. I noticed that and I have been alarmed about it. 

Mrs. Botton. I wanted to ask if this might be added to the record. 
It has to do with some of the matters that will be brought before us 
in the way of what difficulties the organization has in recruiting. Pos- 
pibly Mr. FitzGerald would like to enlarge upon what he has written 

ere for my benefit. 

Mr. FrrzGeratp. Mrs. Bolton, if you would like me to insert in the 
record a statement as to that we would be very happy to. 

Mrs. Botton. I think that would be very useful and also the num- 
bers and the ratio. 

Mr. FrrzGrratp. We will expand on that in a statement. 

Chairman Morcan. Without objection, it will appear in the record 
at this point. 
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(The information is as follows:) 


INTERNATIONAL COOPERATION ADMINISTRATION—STATEMENT OF OVERSEAS 
RECRUITMENT PROGRESS AND PROBLEMS 


GENERAL BACKGROUND 


The personnel recruitment activities of the mutual security program, under 
a succession of agencies, have been firmly geared to an original premise that 
our free world partners are primarily interested in obtaining the benefits of U.S. 
expertise and technical know-how. Over a decade of experience has emphasized 
the insistence of cooperating countries on: (1) The employment of individuals 
whose professional and technical competence has earned them recognized 
stature, (2) assignment of these experts by careful matching of skills to the 
needs of the position, and (3) concurrence of the recipient country’s government 
in the selection and assignment of the individual. 

No basic shortage exists within the U.S. economy for the various types of 
professional, technical, and administrative specialists required. However, com- 
petition for the best qualified individuals is severe, particularly in the con- 
tinuously expanding domestic economy. The bulk of ICA’s needs are in the 
underdeveloped areas of the world. The school facilities normally required 
by the families of mature specialists are rarely available. Neither is it possible 
to obtain even a reasonable approximation of the living conditions which quali- 
fied candidates are able to enjoy in the United States. Finally, questions as 
to tenure and ability to develop a true career are difficult to answer satisfac- 
torily in contrast with continued domestic employment. 

Overriding the need to convince applicants of the values of overseas service is 
a constant.emphasis by ICA on the need to protect U.S. interests in each selec- 
tion. Professional expertise is only the beginning of the process. Successful 
employees must have a special competence in the art of transmitting technical 
know-how. They and their families must reflect the best U.S. representational 
capacities, and along with it must be capable of adapting readily to living and 
working in foreign environments and with strange cultures. 


PROGRESS IN IMPROVING RECRUITMENT ACTIVITIES 


During fiscal years 1957 and 1958, ICA planned and began the implementa- 
tion of a new overseas personnel system designed to make ICA employment more 
attractive to the best qualified U.S. technicians available. The adoption of a 
personal rank system in lieu of the previously restrictive position classification 
approach, the introduction of professionally qualified selection, evaluation, and 
promotion panels into the personnel process, and the initiation of a broader- 
gaged career development and training program were all part of meeting the 
requirements which high-caliber technicians look for in an attractive employ- 
ment environment. 


PROGRESS OF ICA STAFF DEVELOPMENT AND TRAINING PROGRAM DURING FISCAL YEAR 
1959 


Between July 1, 1958, and March 31, 1959, a total of 238 ICA staff members 
have been given training of some type and duration designed to develop their 
respective professional potential, and thus their effectiveness in furthering the 
mutual security program. Of these, 53 were classified service employees, most 
of whom have pursued out-of-hours study at the Foreign Service Institute or 
local universities or have been assigned to relatively short duration conferences 
in their respective specialty fields conducted by professional societies or other 
Government agencies. The remaining were Foreign Service staff; 122 of whom 
have been given “refresher” or developmental training tailored to their particu- 
lar needs ; and 63 are interns or support specialists who are given up to a year of 
guided work training experience in their respective fields of specialization pre- 
paratory to assignment to a regular duty position in missions. 

Present indications are that an additional 30 classified service employees and 
60 Foreign Service staff will begin training assignments during th: fourth quar- 
ter of fiscal year 1959. Since the training program for overseas staff was ini- 
tiated early in fiscal year 1958, progress toward identifying training needs and 
establishing means for meeting them naturally was more rapid during the past. 
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9 months than was possible with respect to classified service employees. Also, 
about two-thirds of the total ICA staff are in the overseas service. 

In addition to the substantive training program discussed above, all overseas 
employees new to the Agency are given at least 3 weeks of comprehensive orien- 
tation prior to departure for their posts, and additional orientation to their 
country of assignment and their work and personal responsibilities at the respec- 
tive posts. Classified service employees participate in those aspects of the regu- 
lar 3-week orientation program which are germane to their assignments and are 
given additional orientation to their respective jobs by the offices to which 
they are assigned. 

Language training also is provided, as needed, to better equip the employee 
to meet the requirements for total effectiveness in his respective position. Be- 
tween July 1, 1958, and March 31, 1959, 184 employees were given 2 to 4 months 
of intensive (full-time) language training prior to arrival at or return to post. 
In addition, 964 mission staff members were enrolled in part-time language in- 
struction at their respective posts on February 28, 1959. At no additional cost, 
311 dependents were also enrolled in language training classes. 


For fiscal year 1959, the Congress provided special impetus to the further 
development of these forward-looking personnel improvements by making avail- 
able additional funds. Judicious expenditure of the extra money has permitted 
acceleration of all phases of the new program, geared, however, to an expansion 
which the Agency can expect to support in future fiscal periods. Emphasis has 
been placed simultaneously on accelerating recruitment, improving the quality of 
employees selected, and providing enlarged opportunities for staff development 
and training. 

The accelerated recruitment program has been significantly supported by the 
additional funds provided. Additional staff members have been employed to 
assist in recruiting and screening new applicants, and in expediting processing 
for entry on duty. Certain support activities, such as payrolling, travel arrange- 
ments, communications, etc., having a direct relationship to increased employ- 
ment, have also been augmented. Approximately 25 part-time consultant posi- 
tions have been set up whose incumbents are canvassing professional sources in 
the United States to increase the influx of qualified applications. A carefully 
planned program of paid and voluntary advertising of employment needs and 
opportunities has been instituted in professional and commercial publications. 

The preliminary results of these activities are best summarized by the fact 
that they have created a net gain of 380 filled positions overseas during the first 
8 months of fiscal year 1959 as contrasted with a total net gain of 105 positions 
in fiscal year 1958. 

Of equal importance in the expanded recruitment activity is the wider and 
more intensive use permitted of various means of improving the quality of new 
employees selected. Some 24 high-caliber interviewing consultants have been 
engaged on a part-time basis. As rapidly as qualified individuals with back- 
grounds of overseas experience can be located at least 25 additional consultants 
will be employed to provide full and economical occupational and geographic 
coverage. 

. These interview consultants provide detailed firsthand information on potential 
employees which stress such things as representational capacity, tact, adapt- 
ability to foreign environments, and other personality and suitability factors. 
Similar data is provided simultaneously on the candidates’ dependents as well, 
since interviews are generally conducted in the home. Reports of interviews 
are carefully weighed by selection panels prior to final employment decisions. 

The potential value of this home interview program was highlighted in a recent 
analysis of the first 253 reports of interviews of potential candidates. Of this 
total, doubts were raised as to the suitability for overseas service of 21 applicants. 
Careful reexamination was promptly initiated. In 11 cases the questions raised 
were sufficient to compel disqualification of the candidate. The benefits of this 
special preemployment inquiry are particularly significant in avoiding the cost 
and embarrassment of belated discovery of personality problems overseas. 


CONTINUING RECRUITMENT PROBLEMS 


Despite the considerable progress already achieved, many problems in recruit- 
ment are continuing to receive attention of ICA staff members. 
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The broad issue of the relative value to ICA of mass recruitment activities 
versus “pinpoint” recruitment is still being studied. Included therein is a 
practical appraisal of the feasibility of maintaining a usable pool of cleared 
candidates for employment as soon as vacancies develop. 

Improvement of the overseas personnel system is esssential to attracting high 
‘quality potential employees in the required numbers. All facets of a desirable 
‘personnel program are under continuous study and refinement. Achieving the 
proper balance between the Agency’s needs and the benefits expected by U.S. 
specialists is a delicate and time-consuming process. 

A system has been developed to anticipate recruitment requirements based on 
future program needs. Comprehensive listings of Agency manpower require- 
ments are developed based upon appraisals of program needs and priorities, 
adjusted as necessary by the availability of personnel. These manpower re- 
quirement listings are prepared originally as a part of the annual program sub- 
mission in order to provide information necessary both for program development 
and evaluation and for personnel management. These listings of manpower 
requirements are designed to provide the basis for estimates of personnel 
requirements at an early date in the program cycle, to provide a method of 
measuring recruitment feasibility to anticipate manpower requirements, and to 
simplify and accelerate personnel recruitment and assignment processes. 


Distribution of ICA United States national direct-hire employees, by administra- 
tive and program funds* 











Administrative Ratio of administra- 
Total funds Program funds tive to Eom 
employees 
Period 

ICA/W| Overseas | ICA/W| Overseas | ICA/W/ Overseas} ICA/W | Overseas 

June 90, 1957...............| 1,725 3,119 | 1,367 751 358 2,368 | 38tol]| 0.31 tol 
June 30. 1958........-...--- 1, 3,294 | 1,454 811 352 2,483 | 4.1 tol 32 tol 
Det. Bl. 10GB. 205s nnpnderss 1,779 3,532 | 1,413 851 366 2,681 | 38tol 31 tol 
Mar. 31, 1959 2_.......-..-- 1,816 3, 683 , 437 891 379 2,792 | 38tol .32,to 1 





























1 Excludes employees of participating agencies on reimbursable detail or under project agreement, and 
short-term consultants. 
2 Preliminary figures. 


Source: M/S. & R., ICA Monthly Personnel Strength Reports. 


Mr. Fuuron. I would like to have in the record for a later refer- 
ence how we are to distinguish between the operations of this new 
investment incentive fund and within the ICA the Director of the 
Office of Small Business, for example, or the functions of the Director 
of the Office of Contract and Relations. 

Mr. Grant. It shall be done. 

Mr. Fuuton. I would like also to have in the record—the distinction 
as well as what liaison and cooperation there is between the various 
agencies and offices I am speaking of, so that we can get the relative 
merit of this organization and the functions. 

In the Department of Commerce, what is the same relationship 
with the Assistant Secretary of Commerce for International Affairs? 
The functions and the relationship as well. I would like to know 
what the distinction as well as the relationship is with the Director of 
the Bureau of. Foreign Commerce in the Department of Commerce? 

(The following has been submitted for inclusion in the record :) 


DIsTINcTION BETWEEN ICA’s OFFICE OF PRIVATE ENTERPRISE AND OFFICE oF 
ASSISTANT SECRETARY OF COMMERCE FOR INTERNATIONAL AFFAIRS AND BUREAU 
OF FOREIGN COMMERCE 


The Department of Commerce activities are fundamentally directed at assist- 
ing American business. The ICA Office of Private Enterprise is fundamentally 
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designed to assist private enterprise in the developing countries within the 
framework of the mutual security program. The Department of Commerce is 
the principal point of contact with the American business community on invest- 
ment opportunities abroad. The ICA Office working through the overseas mis- 
sions of ICA would, as in the past, make available to the Department of Com- 
merce investment opportunities of interest to the American business com- 
munity. Its primary function would be to build up a more virile private sector 
within the countries concerned and to assist private enterprise undertakings in 
these countries to present an adequate and well-documented investment appli- 
cation to potential sources of private financing through the mechanisms. ayail- 
able in the Départment of Commerce. ICA’s Office of Private Enterprise there- 
fore will be working closely with the Department of Commerce and other agencies 
having responsibilities in the private investment field. 


Mr. Furrton. In addition, I would like to have what is the difference 
in the field as between the Small Business Administration setup under 
the act of 1953, which is run by Wendell Barnes as Director, and this 

evn field, which is authorized under the Investment Incentive 
und. 

I would also like to have put in what there has been done by way 
of assistance to the ICA program and the international business prog: 
ress of small business by the Smal] Business Administration. I would 
ask the committee staff, with the chairman’s permission, to please ask 
Wendell Barnes directly for that, so that we can have that in the 
record and get a complete coverage of small business progress in this 
international area. 

(The information requested by Mr. Fulton is as follows :) 


The basic purpose of the Office of the Deputy Director for Private Enterprise 
is to assist in establishing private enterprise in underdeveloped countries both 
in terms of building up local private enterprise and in terms of assisting 
American and other foreign firms to invest in underdeveloped countries. 

The Office of Contract Relations has the function of negotiating and signing 
contracts with American firms, nonprofit institutions, or individuals for services 
needed for ICA projects. This Office, thus, negotiates contracts for services on 
projects in the field of education, health, agriculture, industry, etc. They also 
do the negotiating and drafting work for any contracts required by the Office 
of the Deputy Director for Private Enterprise—such as a contract with a 
management consulting firm for a survey of investment possibilities in an 
underdeveloped country. 

The Office of Small Business is established by the Mutual Security Act with 
purposes as provided in section 504. In practice this Office is the liaison: with 
that section of the business community which is primarily interested in partici- 
pation in ICA-financed trade. They distribute an extensive small business 
circular and other publications listing opportunities occurring in the mutual 
security program. These publications are sent to the American business 
community, 

There is, in practice, no overlapping between the basic functions of these 
three offices, although upon occasion it will be necessary. for them to confer on 
problems of mutual interest. 


Chairman Morean. Mrs. Bolton. 

Mrs. Botton. I think the voluntary agencies are doing such a very 
fine work. It seems to me it must be partly due to the fact that you 
are pulling them together and doing things that way. 

Don’t you feel that that is something? To us it is very helpful. 

Mr. McCanon. Thank you. I will be glad to pass on your kind 
remarks to the voluntary agencies who are the ones that really 
deserve the credit. 

Mrs. Bortron. I would like to have that done. 

Chairman Morean. Mr. O’Hara wanted to insert a statement in 
the record. 
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Without objection, it will be inserted in the record. 
(The statement referred to is as follows :) 


STATEMENT OF Mk. O’HArRA oF ILLINOIS 


Mr. Chairman, my remarks are directed to section 204(e) of the proposed 
Mutual Security Act of 1959. This would add to the enumerated risks which 
may be insured: against under the investment guaranty program the risks of 
revolution, insurrection, or civil strife arising in connection with war, revolution, 
or insurrection. 

I trust the members of the committee without a thorough examination of the 
subject will not broaden the limitations of a guaranty program that within 
proper limitations can be a source of benefit but when it oversteps the limits of 
prudence can be a source of mischief if not of danger. 

Whether an instrumentality of our Government should guarantee American 
investments abroad against risks of civil strife in a foreign land raises a very 
serious question of involvement in the domestic affairs of another nation. What 
is a civil strife? It might be a legitimate labor dispute, for all we in the United 
States would know. 

Before the committee acts on the proposed expansion of the investment guaran- 
ty program I hope the committee can have the benefit of the present views of the 
Honorable Christian Herter, who when a Member of Congress appeared before 
the Banking and Currency Committee in the 81st Congress in opposition to the 
bill granting loan guaranty authority to the Export-Import Bank. On that 
occasion Mr. Herter said: 

“The guarantee is really the last resort. The guarantee implies, also, that we 
have a greater interest in forcing private capital abroad than private capital has 
in going abroad itself or the recipient country has in getting private capital to 
help it in its development.” 

Mr. Herter said he was not objecting to some form of guarantee, but he cau- 
tioned against sweeping guarantees and those that were entered into without 
bilateral agreements with the governments of the countries where the American 
investments had been made. 

He said: “Certainly in our own country we were able to move almost entirely 
through the investment of foreign capital, and there never were any guarantees. 
It was done based on good faith. Certainly during the Civil War there were some 
serious losses—very serious losses—and again private capital had faith in the 
future of this country, faith in the good will of our Government, and it kept on 
investing. In time, we absorbed a good many of those investments. There are 
still a great many in this country today, but we were built up by foreign capital 
without any guaranties of any kind whatsoever” (p. 132, hearings before the 
House Banking and Currency Committee on H.R. 5594, 8ist Cong., 1st sess.). 

The hearings on H.R. 5594 were held in May of 1949, 10 years ago. As I was 
a member of the Banking and Currency Committee at that time my colleagues 
on the Committee on Foreign Affairs will understand why I am so much inter- 
ested in this subject. The Honorable Herbert E. Gaston then was Chairman 
of the Board of Directors of the Export-Import Bank, and the Honorable James 
FE. Webb was Under Secretary of State. I quote from page 74 of the hearings on 
H.R. 5594: 

“Mr. O’Hara. Have the domestic investments of any bank at any time been 
guaranteed against the dangers and the losses incident to war? In other words, 
are we not entering into an entirely new field of financing when we give a 
guaranty against a loss of physical property incident to war? 

“Mr. Gaston. We certainly are entering into a new field as far as the U.S. 
Government is concerned with respect to the risk of such losses in foreign 
countries. The United States has experience in insuring against losses in the 
United States through war damage. 

“Mr. O’Hara. As I interpret this power, it is the power to guarantee the 
stability of government. I cannot interpret it any other way. 

“Mr. Gaston. You mean if we were to issue guarantees against war—— 

“Mr. O’Hara. Let us take the case of Guatemala. From the newspapers they 
have a socialistic government there. Suppose this government, succc eding a 
more conservative government, endangers our investments there, does that not 
commit us to an interest which might lead to our interference in the affairs of 
another country? 
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“Mr. Gaston. If we should issue them against war losses, I doubt if the 
dollar amount of such guarantees would govern the high policy of the United 
States with respect to relations if there was danger of war between two 
countries. 

“Mr. O'Hara. Some of our people think—perhaps erroneously, I do not know— 
that wars are incited by the interests which one country has in the affairs of 
another country through the investment of its capital in that foreign country. 

“Mr. Gaston. That is a point that I certainly would not want to try to debate. 
You have raised very interesting questions on this subject of whether we should 
or should not guarantee against war losses. 

“Mr. O'Hara. I am very much in favor of this legislation, Mr. Gaston, but I 
think the country will be reassured by a statement from you that there is no 
intention along that line; that is, there is no thought in the giving of such 
guarantees to interfere in the internal affairs of another nation, or to so tie 
ourselves up with an existing government in case that government were threat- 
ened by a revolution that there would be an interest on the part of our Govern- 
ment to interfere. 

“Mr. Gaston, I think that statement could well be made, but not appropriately 
by me.” 

My suggestion was followed up with the following official statement covering 
the matter of the intent of our Government as announced by then Under Secretary 
of State Webb and to be found on pages 56—57 of the public hearings on H.R. 5594: 


“STATEMENT BY Mr. WeEBB REGARDING INTERVENTION BY THE U.S. GOVERNMENT 


“T should like to state for the record as forcefully as I can that whatever may 
have been our mistakes in the past, it is the policy of this Government not to 
intervene in the domestic affairs of foreign countries. Whether or not this Gov- 
ernment undertakes a guaranty program, that policy will not be altered. The 
particular form of government in any country and the particular persons who 
constitute that government are a matter of domestic concern to the peoples of that 
country. The fact that there may be American investments abroad in no way 
alters the fact that this Government will not intervene in the affairs of other 
nations. 

“The treaty between the United States of America and other American Repub- 
lics relative to nonintervention, signed at Buenos Aires on December 23, 1936, 
and ratified by the President of the United States on July 15, 1937, provides in 
article I that ‘The high contracting parties declare inadmissible the intervention 
of any one of them, directly or indirectly, and for whatever reason, in the internal 
or external affairs of any other of the parties.’ This treaty is the law of the land. 

“IT should like to add that a U.S. Government guarantee of American invest- 
ments abroad should operate to reinforce our policy. If, through events in 
another country, American investors should he deprived of their property, they 
would be reimbursed by the Export-Import Bank and would not, therefore, be 
under pressure to urge the U.S. Government to take drastic action in order to 
preserve their property rights. The U.S. Government, on the other hand, would 
then have a financial claim against the foreign government which could be settled 
in accordance with the contemplated intergovernmental agreement for handling 
such cases, or could be subject to arbitration or decision of the International 
Court of Justice. Such a claim would have the same general status as other 
claims which often arise between governments. Certainly, it would defeat the 
very purpose of the point 4 program and would violate our international commit- 
ments if we intervened in the affairs of another nation ia order to protect guaran- 
teed investments, and we have no intention whatever of doing so.” 


Mrs. Borron. Do you encounter any difficulty in going into Africa 
with any of your program ? 

Mr. Warven. We did very, very well. 

Tunis and Sudan—they have just come into our guaranty program, 
and some $150 million worth of investments are moving into Africa in 
part due to investment guaranties. 

Mrs. Botton. How about Libya? 

Mr. Warven. Libya is giving consideration to the negotiations, and 
we are quite hopeful. 
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Mrs. Botton. We just must do something there. 

I suppose I can find most of it in here, just where you are going, and 
so on. 

Mr. Warven. Yes. 

Mr. Grant. There are many facets of this. One I just mentioned, 
the project, where the Government of Ghana asked our help in 
being able to sign a survey contract with Kaiser Engineering, and 
the survey has already been completed, and just this last week the 
Government of Ghana has signed an engineering and construction 
agreement for the preliminary work. This is all in a period of less 
than a year. 

Mrs. Botton. As I understand it, the Kaiser Engineering study 
developed the fact that the project need not be as fantastically ex- 
pensive as the original Volta estimates indicated. 

Mr. Arnotp. That is true. 

The Kaiser engineers made new site locations, and they have saved 
many millions of dollars. The new survey was very pleasing to the 
Government, and it makes it possible, Mrs. Bolton, for the aluminum 
companies to come in there in the. private sector and proceed as they 
have agreed to do. We are very happy about the way that has come 
along. 

Mrs. Boiron. I can assure you some of us who are deeply interested 
in the new countries in Africa are just as happy as you are. 

Mr. Arnoip. We are very happy about it. 

Mrs. Botton. Thank you very much, all of you. 

Chairman Morean. Thank you, gentlemen. 

The committee stands adjourned until 10:30 Monday morning. 

(Whereupon, at 1:15 p.m., the committee adjourned, to reconvene at 
10:30 a.m., ake, April 20, 1959.) 
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MONDAY, APRIL 20, 1959 


Hovse or REPRESENTATIVES, 
ComMMITTEE ON Foreign AFFArrs, 
Washington, D.C. 

The committee met at 10:40 a.m. in room G-3, U.S. Capitol, Hon. 
Thomas E. Morgan (chairman) presiding. 

Chairman Morean. The committee will come to order. 

We meet in open session on the extension of the Mutual Security 
Act for fiscal year 1960. 

Our first witness this morning is Mr. Walter Harnischfeger, chair- 
man, Citizens Forergn Aid Committee. 

Mr. Harnischfeger, you have a statement ? 

Mr. HarnIscHFEGER. Yes, sir. 

Chairman Morean. You may proceed. 


STATEMENT OF WALTER HARNISCHFEGER, CHAIRMAN, 
CITIZENS FOREIGN AID COMMITTEE 


Mr. HarniscuFecer. Thank you. 

Mr. Chairman and members of the committee, first of all I just 
want to say this Citizens Committee on Foreign Aid, of which I 
am chairman, is a committee that consists of, I believe, outstanding 

ople in all phases of life; in the business world, in the military 
Rel , and economists, as well as those of the legal profession. 

The statement we are submitting here this morning has been de- 
veloped by some of our research people. 

I might say personally I have been in heavy industry for 46 years 
and I have seen a great deal of the world where some of this forei 
aid is being utilized. I have seen most of the mines and mills of the 
world and I will be glad to answer any questions specifically, partic- 
ularly in that field later on. 

I have a written document here. 

Mr. Chairman and members of the committee, I thank you for this 
privilege of appearing before you to state my views on legislation 
extending the mutual security program. 

My name is Walter Harnischfeger. I am president of the Harnisch- 
feger Corp. of Milwaukee and chairman of the Citizens Foreign 
Aid Committee. ot 

I appear before you as a citizen concerned for the general welfare 
and security of the United States, and for the maintenance of its 
impregnability as the economic and military shield of the free world. 
I speak also out of ties of family and of interest in the Old World. 
I speak as one, who from much travel and business done throughout 
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the world, may be called an internationalist and as one personally 
and deeply involved in the welfare of all mankind. 

I might state at this point that in my personal opinion, probably 
the greatest threat to America besides a hot war, is inflation, and a 
great deal of this paper is directed in connection with the pressures 
that are arising by our vast spending which undoubtedly is extremely 
inflationary and would be extremely serious unless it is stopped. 

I believe that the welfare, the security, the advance of culture, and 
the rise of living standards of the world at large are best supported 
by a strong United States—strong morally, economically and mili- 
tarily. I believe that the American example is today the dominant 
cultural influence in the world, and that the actions we take to solve 
our own problems are more potent in the world at large than what 
we do to solve the similar problems of some other country. 

To be specific, I believe that the measures we take to clean up the 
slums of Harlem are more significant to the well-being of the world 
than what we may do to clean up the slums of Calcutta. The measures 
we take to keep our money sound and the dollar honest are more in- 
fluential upon world monetary stability than sums appropriated to 
balance the payments of India or Brazil. 

Money invested to improve the processes of, say, textile manufacture 
in this country has more influence upon raising the standards of liv- 
ing throughout the world than money similarly invested in, for ex- 
ample, the Philippines. 

The explanation of these effects is simple. The diffusion of culture 
and wealth is not limited by national boundaries. These things have 
a way of seeping through barriers. An investment in added capacity 
or improved technical processes of textile manufacture is reflected in 
the market prices or quality of the products. This effect, beginning 
in the New York markets, is immediately reflected in the markets 
throughout the world and brings down the price, or raises the quality, 
of a measure of cotton cloth to the Asiatic peasant. In short, the 
policy of monetizing our contribution to the world obscures the real 
meaning of America for the world, and dulls the impact of the Ameri- 
can idea. 

Finally, I believe that expenditure in improving the equipment and 
firepower of the American Defense Establishment is more potent for 
the world’s peace than money spent in maintaining the defense estab- 
lishments, say, of Latin America, for which countries I note from 
the summary presentation, some $57.5 million is programed in mili- 
tary assistance in the proposals before you, page 32. 

This conclusion rests upon a simple premise that challenges the 
premise of the administration.. The President states in his message 
that— 
dollar for dollar, our exnenditures for the mutual security program * * * will 
buy more security than far greater additional expenditures for our own forces. 

T do not believe we are living back in the middle ages of condottieri, 
when troops were bought for gold. I do not believe that in this age of 
intense nationalism we can expect the troops of any foreign power to 
shed blood in our interests except where our interests coincide precisely 
with their own, and this regardless of the sums we have paid in advance 
by way of “mutual security.” 
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_ I might suggest Korea was an example where we were supposedly 
in partnership, It is, in my opinion, . folly to trust our securit 
to the straw defense of military alliances. In two World Wars ah 
trust proved the undoing of Germany and we have had in our history 
no experience to the contrary. 

In making this statement, I do not suggest that friends and alliances 
are without value. I merely state that our mutual defense power must 
be sought in a system of common policies, common interests, common 
ideas, and a common culture, and not a system of payments, whatever 
the guise. The policy of monetizing these alliances confuses and 
hinders the greater aim of achieving a solidarity of interest and a com- 
munity of ideals. 


GUNS INSTEAD OF BREAD IN LATIN AMERICA 


We have, for instance, much in common with Latin America: a 
common Christian culture, a relative geographical isolation from the 
Old World, a common attachment to freedom and the instruments of 
democratic government. Latin America, however, faces grave politi- 
cal unrest, arising largely from defective processes of government and 
other ills both economic and moral. 

According to information obtained from the Pentagon, the armed 
forces of Latin America now exceed 400,000. This is a figure exceed- 
ng the total prewar standing armies, according to the World Almanac 

or 1939. 

The great need of these countries is political stability, political and 
economic reform, and for a rise in living standards and the freer con- 
ditions that invite the inflow of capital from abroad to this end. 

In view of these needs, the wisdom of our encouraging, by military 
assistance funds, the maintenance of such armies is gravely question- 
able. Until we know for a certainty how they are proposed to be used 
in a military front against Soviet Russia, the obvious suspicion is that 
they serve mainly to keep unpopular governments in power and to 
hold the lid down on political unrest at home. 


THE “MUTUALITY” OF DEFENSE EFFORT 


The administration proposes some $600 million for military assist- 
ance to Europe—page 29 of the summary presentation. This raises 
the question of the “mutuality” of the common defense effort. 

The President’s message to the Congress states— 


We seek * * * to share the burden of the cost on as fair basis as possible. 
He then goes on to say that— 


over the years of our combined effort, these allies and friends have spent on 
these armed forces some $141 billion, more than six times the $22 billion we 
have contributed in military assistance. 

These statements lead to some unwarranted inferences. One of 
them is that each of our allied countries is contributing according to 
its ability. Another is that our allies and friends are actually con- 
tributing more than their fair share, and are thereby supporting our 
defense effort. 
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Let us analyze the figures. In the reference to the “$22 billion we 
have contributed in military assistance,” the message omits to mention 
the vast sums you have voted over these same years for the United 
States share of the common defense effort. These sums must be in- 
cluded certainly in any computation of the joint defense effort. 
These sums, as compiled in the Statistical Abstract of the United 
States, total more than $400 billion. Now, if you add this figure to 
the $141 billion spent for our 40-odd allies and friends you get a total 
of $541 billion, of which we have provided, not one-sixth, as the mes- 
sage infers, but about 73 percent. 

Now, let us ask how this 73 percent stands in regard to our 
capacity to pay, that is, ours and that of our allies. The assumption 
has gone too long unchallenged that the United States is a rich uncle 
living in a world of impoverished relatives. We have the data for 
this refutation in the study prepared by experts of the University 
of Chicago for the Senate Foreign Relations Committee, study No. 3. 
These experts presented figures for the gross national product for the 
41 countries joined with the United States in security pacts. The gross 
national product, as you know, is the favorite statistical measure of 
capacity to pay, and is frequently used by administration officials to 
show that the foreign aid bill represents only a small burden on the 
American economy. 

For the 41 countries, the gross national product for 1955 is re- 
orted at $300 billion. For the United States for the same year, the 
gure was $387 billion. , 

If our allies and friends are contributing to the common defense 
according to their ability to pay, and spent on their military estab- 
lishments in the same proportion as the United States, then they 
would have spent over these years the sum of nearly $300 billion, 
or more than twice the $141 billion actually spent. To state it another 
way, if these allies and friends had been bearing their fair share 
of the total defense effort, then their share of the total expenditures 
of $541 billion would have been around $231 billion instead of the 
$141 billion referred to. The U.S. share, in the meantime, would have 
been reduced from the $400 billion to around $310 billion. 

The analysis might be limited to our European NATO allies, which 
constitute the principal partners in the defense effort, and which 
represent the greatest economic as well as military potential. We 
may consider Europe, for American business and labor are ex- 
periencing increasingly today the impact of European business com- 
petition, sparked largely by U.S. aid funds to Europe. 

Figures are not available for the current military budgets of our 
European allies. The Administration Blue Book, summary presenta- 
tion, states on page 17 that the amount contributed through 1958 
by these allies amounted to $101 billion. For these same countries, 
the 1955 gross national product was $190 billion, or nearly a third 
of the combined U.S.-NATO gross national product of $577 billion. 
Measured by this criterion, the defense expenditure of these allies 
should have been in the neighborhood of $160 billion instead of the 
$101 billion reported, and the U.S. contribution would have been 
correspondingly reduced to around $340 billion, a saving to the U.S. 
taxpayer of some $60 billion over these years. 
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Let us examine these capabilities in a little more detail. The Blue 
Book points out, page 41, that Western Europe, OEEC countries, 
have raised their gross national product by 63 percent in real terms 
from 1948 to 1958. 

What the Blue Book fails to mention is that the U.S. gross national 
product has risen only 35 percent in this interval. It also fails to 
mention that Europe is rapidly pushing U.S. products out of world 
markets because of its increased competitive capacity which we have 
largely financed—and that in some respects it is driving American 
goods out of the American market. Automobiles and steel are an ex- 
ample. I notice in this morning’s paper they are starting to move 
tractors in here, too. 

The tables and charts which I submit as part of my statement dis- 
close the facts in more detail and I refer you to them. 

(The charts referred to are as follows:) 
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“MUTUAL” SECURITY 


DEFENSE EXPENDITURE AND CAPACITY TO PAY: USA AND 
WESTERN EUROPE (OEEC COUNTRIES) 
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Mutual security defense expenditure and capacity to pay, United States and 
Europe 


{In billions of constant (1954) dollars] 
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1QEEC countries: Austria, Belgium, Denmark, France, Germany, Greece, Iceland, Ireland, Italy, 
Lu embourg, Netherlands, Norway, Portural, Sweden, S vitzerland, Turkey, United Kingdom. The 
follo wing countries are not members of NATO: Austria, {reland, Sweden, Switzerland, 

4 Preliminary or estimated. 


Source: For OEEO, “‘A Decade of Cooperation,” OEEC 9th report, 1958. For United States, U.S. De- 
partment of Commerce, 


Mr. HarniscHFrecer. Meantime, while national income and indus- 
trial production have been rising at unprecedented rates in Europe— 
in Europe it is frankly called an industrial boom—what about the 
amounts being devoted by these allies to the common defense effort ? 

In 1949, the first year of NATO, European defense expenditures 
amounted to $8.2 billion, in 1954 dollars. It rose to $12.7 billion in 
1953, and since then has dropped to around $11.3 billion annually, 
from which figure it has not been materially increased. 

During this same interval, U.S. defense expenditures increased from 
about the same level, that is, from $12.9 billion in 1949 to $51.8 billion 
in 1953, and are today running at the rate of $47 billion, according to 
the President’s recent statement. 

European defense 5 gre have increased about 38 percent 
from the 1949 level; U.S. defense expenditures have increased 244 
percent. 

_ European defense expenditures consumed 5.3 percent of gross na- 
tional product in 1949. In 1957 it consumed only 4.8 percent of gross 
national product. U.S. defense expenditures, on the contrary, con- 
sumed 4.4 percent of gross national product in 1949; today this per- 
centage is above 11 percent. 

The effect of this is an increasingly heavy tax burden upon the U.S. 
taxpayer, which tends to draw capital from useful effort, and to re- 
strict enterprise and to create unemployment, and along with it a 
dangerous inflation. In the United Kingdom, by contrast, the Chan- 
cellor of the Exchequer the other day gave the British taxpayer the 
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good news that the tax burden would be lightened by a billion dollars 
the coming year, while, at the same time, we are deficit financing. 

I am sure no one objects to paying any amount required to maintain 
the security of these United States. What we do object to is continu- 
ing under the delusion that the U.S. taxpayer has an unlimited ca- 
pacity to pay, that all those allies associated with us are poverty 
stricken, and that we are advancing the security of the free world by 
bearing burdens that others should and are able to bear. 

This is one of the major reasons that the citizens foreign aid com- 
mittee, of which I am the national chairman, recommends a cessation 
of the foreign aid program as such. 

Limits to U.S. responsibility: At this point I would like to refer to 
the moving testimony heard here the other day from a distinguished 
teacher of Israel. He painted a touching picture of the slums of Cal- 
cutta and Bombay, and laid upon the American people the responsi- 
bility of meeting this need. 

As a Christian, and as a humanitarian who has traveled somewhat 
throughout the world, I accept my personal responsibility toward 
my fellowman, wherever he may live. May I, at the same time, re- 
spectfully point out the proper responsibility of the Congress. We 
live under a government of limited and delegated powers. I think 
it is important to bear this in mind when appeals are received to 
right this wrong or to spend money for this or that purpose. 

You are authorized under the Constitution to provide for the gen- 
eral welfare, but I do not read the Constitution to mean that you 
are authorized and delegated to provide for the welfare of alien peo- 
ples who do not accept the corresponding responsibilities of U.S. citi- 
zens. Nor do I read that you are authorized to act as custodians 
of the conscience of the individual American, or that you have the 
authority to exact from Pennsylvania steel workers, Kentucky miners 
or Wisconsin farmers, penance in form of taxes for those who may 
feel, because of their wealth or well-being, some burden of guilt 
toward the neglected slums of Bombay. 

Sympathetic as I am with the concern of churchmen for the poor 
of the world, this concern, as one of the distinguished members of your 
committee points out, is the proper responsibility of the churches, 
and to shift that responsibility to the government is, in effect, to 
reestablish theocracy as a form of government—a concept that has 
long been rejected. 

Moreover, if, as you are urged, you accept a responsibility for the 
welfare of alien nations, specifically, the slums of Calcutta, where 
does this responsibility end, and where does that of the Government of 
India begin ? 

The fact is, that so long as the United States continues cheerfully 
to assume such responsibilities, just so long and to that extent do 
you continue to weaken the substance and fabric of the free world. 
So long as foreign governments can borrow from agencies of this 
Government at rates of 3 percent or thereabout, just that long will 
these governments delay putting their financial houses in order so 
that they may enter the private capital markets for their needs. I 
need not dwell upon the case of Brazil, recently in the public press, 
which country we have repeatedly bailed out, to the tune of $570 
millions, presently outstanding, and which now declines to adopt the 
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wholesome and salutary measures recommended to it by the Inter- 
national Monetary Fund. 

But let us return to the subject of the Bombay slums for a mo- 
ment, since the philosophy and direction of the foreign aid program 
has been to accept responsibility for these conditions, a responsibility, 
as the President phrased it, “to enable free nations to achieve a mo- 
mentum of economic progress” (page 56 of summary presentation). 

First as W. Averell Harriman recently repented Peon his trip to 
India, by our military assistance to Pakistan we are compelling the 
Government of India to drain off vast sums of military expenditure, 
not in the common defense, but to increase its military potential vis-a- 
vis its neighbor. Hence, sums that might well be spent on clearing 
the slums of Bombay and Calcutta are forever lost. 

Now, I would like to make the following brief points regarding 
this policy of lending to foreign governments for industrial purposes, 
or, for that matter, for any purpose. I bring these up because, de- 
spite all the pious protestations about encouraging private investment 
and private enterprise, 90 percent of the Development Loan Fund 


loans to date have been made to foreign governments and not to 
private enterprises. } 
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(The tabulation referred to is as follows :) 


Development Loan Fund loans analyzed—Loan commitments 
[Through Jan. 31, 1959] 

















Amount 
Country Purpose 
Government Private 
borrower borrower 
Ore Oe Are $2, 500,000 | Sugar mill. 
Reeser 300,000 | Rural resettlement. 
Staddilacdaan meisien! 240, 000 Do. 
Yt Ree oeiere Airports. 
tier NE OES 300,000 | Rural resettlement. 
Sy eS Highway. 
tO YY eee Rubber production. 
EE ccndocanansoew Roads. 
_ i } aera Sanitary services. 
i SRSA Water system. 
oS ! RS. Highway. 
‘nssiaesiemataneddeiiital 2, 600,000 | Ranching, meat packing, quebracho. 
ee Se RE 190,000 | Lumbering. 
| Sea ae ss Telecommupications. 
i 4. (4 ae Electric power plant. 
ff ee Credits to agricultural enterprises. 
nbenutsmeinadiel 10, 000,000 | Textile plant. 
Of eee Railways. 
OS. 5 aa a Pulpmill. 
Jk 3 eae Financing emigration. 
i | eee Agricultural development. 
i . | eee Railways. 
| Do. 
_ ' | aes Fertilizer plant. 
Jl | aes Do. 
ff <a Textile mills, machinery, electric power, railways, 
roads, etc. 
biatch eit 5, 000,000 | Industrial projects. 
kh a Development projects. 
labsialilasstodaetiinebas 1, 200,000 | Electric power. 
senbkarcneiiinions 10, 000, 000 | Industrial development. 
OY Mineral survey. 
Se ea oe. 6, 100,000 | Plastics plant. 
_ } oars ailways. 
| __ 9 Beers. Highways. 
FS! Eas Land development and irrigation. 
‘41 | eee Railway steel. 
ae Roads, cement, and jute. 
BLO Bencccncncesnas Steel imports. 
RECA Do. 
BE ND dancnunbosccencs Railways. 
SY ER Power projects. 
eee Industrial equipment. 
Lc} earn Water and sewage system. 
ese S26 eS 4, 200,000 | Financing industrial development. 
eee Electric power. 
& 5 > eas Hydroelectric development. 
| =e aes Land reclamation. 
SO |) aan: Railways. 
ET Binchonadonasme Ports. 
5, SRE rE Railways. 
0 Oa aa Harbor development. 
ibncneioacetiasteae 2, 140,000 | Cement. 
<< 3 Ree Tel munications. 
OO eee Ports. 
EE Bo ninccencncepe Roads and bridges. 
° SS? Small industries. 
4. 2 |: ee Highways. 
EE Aicpitemenndonne Railways. 
lt RE Hydroelectric development. 
hana adacepaetae 2, 750,000 | Cement plant. 
pelenttinlsindaeearae 2, 000,000 | Ship " 
ntipuacmenn won 4, 500, 000 0. 
4 eee Agricultural leans. 
ippehaiekedaneae 1,000,000 | Coke ovens. 
hla ili cetiadeisbec 2, 500,000 | Small industry loans. 
a < Reebe ort Aluminum plant. 
OS Eee Electric system. 
Se Dredges. 
i | eae Water supply. 
522, 586, 000 57, 520, 000 
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Mr. Harniscurecer. First, by making political loans to foreign 
governments at cheap rates, these governments are encouraged to 
postpone the housecleaning of waste, corruption, and showcase ven- 
tures that might otherwise establish their credit in the capital 
markets of the world. 

Second, it enables them to carry forward uneconomic and dictatori- 
ally directed socialization programs, in which industrial investments 
are made without the benehit of the decisions of the marketplace. 

Third, by taxing the U.S. economy to provide the sums required 
for these silicient Vearai-aien Congress does not create wealth but 
merely transfers it from the taxpayer to the foreign governments— 
the US. economy is effectively deprived of capital needed for its 
own economic vitality. 

May I recall, in this connection, the ominous information recently 

iven to the public by the Director of the Central Intelligence 

gency, that Soviet industry over the past 9 years has been growing at 
a rate of 914 percent a year, while our own industrial farmer has been 
at a rate of only 3.6 percent. 

Fourth, as I pointed out at the beginning of my statement, money in- 
vested here is more fertile in generating wealth for the world’s use 
than the same money invested in Asia. The proof of this statement 
is that capital, free from Government coercion, finds here a more 
ample field for employment than in most of the regions of Asia or 
Latin America, id omit those particular situations where highly 
speculative rewards, as in oil or mining, draw capital to certain 


foreign areas. 

Fifth, by depriving them of the opiate of cheap rate political loans, 
foreign governments will be stimulated to establish the political and 
economic conditions that make it possible to tap the immense reser- 
voirs of the private capital markets. By so doing, they establish at 
the same time the best criterion we have for assessing the actual 
economic value of projected investments; namely, the judgment of 
the open market, and to that extent pare away ventures and projects 
that the common experience of investors has determined to be un- 
sound. In this way, money is spent only on those ventures that actu- 
ally serve to raise the level of the economy of the country. 

ortress America: May I return in conclusion to that much 
maligned phrase, “Fortress America.” I believe that the President 
is speaking of the same thing when he uses the phrase “military 
shield.” Abroad, if not here, it is well recognized that the security 
of the free world rests upon the military and economic potential of 
the United States. I am not competent to discuss the significance 
of the diffusion of our military potential through the world, in some 
250 military bases abroad, together with the distribution of Ameri- 
can military hardware to nations whose loyalty to the causes of the 
free world are at the most, suspect. I can speak with authority and 
concern regarding the diffusion of our economic — through 
the philosophy of “giveaway,” the philosophy that the U.S. tax 
sack is bottomless, that because of our great wealth and productive 
power we can and should assume commitments and responsibilities 
for the standard of living of upward of a billion inhabitants of the 
earth. 

This “giveaway” philosophy encourages waste, extravagance, and 
corruption. It does so both abroad and at home. I will not discuss 
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the examples of waste abroad, since they are well known to you. I 
cannot, however, accept the administration viewpoint. that the many 
instances that have been uncovered of waste and corruption are merely 
unavoidable “incidents” to a vast program. They are of the very 
fabric and essence of the program. Waste and extravagance and cor- 
ruption are not only inevitable, but they are encouraged. 

‘irst, the dollars are spent out of ken of the press and taxpaying 
public whose vigilance holds such things in check at home. Rati 
the manner in which they are given stimulates waste. “Get the dol- 
lars abroad” is the theme song. Being received abroad as a legacy 
from a rich and indulgent foreign power, the sums are spent with reck- 
less disregard of consequences. Third, the fact that we can distribute 
such largess abroad sets up a demand for similar largess at home. 
If the Government can give Brazil a half billion dollars to assist that 
country to run up the price of the morning coffee of the American 
citizen, then why should not the citizen demand a similar indulgence 
from his Government. It must be hard for a Congressman to resist a 
pork barrel appeal from his own district when he is voting pork bar- 
rels for the inhabitants of the Arabian Peninsula. The word “pork” 
is appropriate, for to these inhabitants the system is as much an offense 
as the-flesh of pork itself. 

T have given only a few of the reasons and the facts that lead us to 
recommend that the foreign aid program be terminated as a foreign 
policy program for the United States. I have not discussed the argu- 
ment for foreign aid that these loans and gifts are a vaccine against 
communism or an effective poultice for the political unrest of the 
recipient countries. This illusion has long been exploded and is now 
officially admitted by the administration. I refer to the address of 
C. Tyler Wood, former economic coordinator in Korea, before the 
annual meeting of the American Economic Association, last December 
27, in which he stated that among the false beliefs it was necessary to 
sweep away was “that economic development and rising standards of 
living produce political stability.” “Those who have studied the ques- 
tion,” he added, “know that the effect of economic development is 
often * * * precisely the opposite.” 

And “Some Right and Wrong Thinking About American Foreign 
Assistance” published by the Department of State, publication 6790, 
says that. one of the misconceptions of the program is, “our tendency 
to believe that a rising standard of living produces political stability 
and steady growth of democratic institutions.” 

The statements knock away the very ideological foundations upon 
which the Congress in the past has been inveigled into voting billions 
of dollars in aid to the underdeveloped countries. 

Before concluding, I would like to remind this committee that the 
Congress has never seen fit to grant the full appropriation for for- 


eign aid sought by the administration. Over the last 11 years it has: 


cut these requests by an average of 19.2 percent, and during the post- 
Korean war period the Congress has cut the requests by 22.1 percent. 
Apparently Congress has believed that the requests since 1953 exceeded 
a reasonable expenditure of American funds for foreign assistance 


by this average of 22.6 percent. Such a cut this year would alone 


produce a saving of about $900 million. 
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While we recommend a much larger reduction than this for 1960, 
we must not overlook the two substantial contributions we, as a 
Nation, are being asked to make this year outside the mutual security 
program for world economic development and monetary stability. 
These contributions are the $1.4 billion payment to the International 
Monetary Fund and the $3.2 billion subscription to the World Bank. 
In this connection I would like to mention, as most of you gentlemen 
are aware, within the last year the flight of gold in this country has 
amounted to $2.2 billion which leaves us with a $20 billion gold 
reserve which in turn is subjected up to 70 percent to the call of 
foreign currencies. 

In conclusion, let me say that we recognize that there may be spe- 
cific instances in which economic aid and military assistance may be 
justified to other countries, but these instances could be made the 
subject of specific legislation, and not elements of, and justification 
for, a globat policy of foreign aid and military assistance, 

Thank you. 

Chairman Morgan. Thank you, Mr. Harnischfeger. 

General Fellers, if you will proceed next, we will then allow you 
and Mr. Harnischfeger to act as a team and members may direct 
questions to either one of you. 

You may proceed, sir. 


STATEMENT OF BRIG. GEN. BONNER FELLERS, U.S. ARMY (RE- 
TIRED), NATIONAL DIRECTOR, CITIZENS FOREIGN AID COM- 
MITTEE 


General Friiters. Mr, Chairman and members of the House Com- 
mittee on Foreign Affairs, my name is Bonner Fellers. I am a 
retired brigadier general, U.S. Army. During my 30 years’ service, 
I was graduated from various Army schools beginning with the U.S. 
Military Academy and ending with the War College. 

For 2 years, 1940-42, I was the U.S. military observer with the 
British in their great desert campaigns in north Africa. In Australia 
in 1943, I joined the staff of General of the Army Douglas Mac- 
Arthur and remained with him until my retirement in 1946. My 
principal assignments in the Pacific were Chief of Joint Planning 
and military secretary to General MacArthur. In addition to that, 
I set up a civil affairs section to go back into the Philippines and I 
was Director of Psychological Warfare against Japan. 

Since my retirement I have written and lectured frequently on our 
national defense. 

Today I appear as the national director of the Citizens Foreign Aid 
Committee, to present views on the military aspects of the mutual 
security program for the fiscal year 1960. 

The Citizens Foreign Aid Committee fully realizes the necessity for 
American air and space power ascendancy over the Red forces. We 
realize the futility of the free world planning to engage the Red 
armies on their home ground. Napoleon and Hitler both met defeat 
in similar endeavors. 

In no way should our opposition to continued military assistance 
be interpreted as a desire to repudiate our treaties. Rather, by placing 
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local surface defense responsibility squarely on our allies, we shall 
be able to maintain striking power so strong that the possibility of a 
major war may be practically ruled out. 
ur objections to continuance of the present military assistance 
ares arise from the historic weaknesses of collective security, 
rom the fallacies inherent in foreign aid and from the fear of ruinous 
inflation. 

In addition, many of our allies are now more prosperous than before 
World War II. As a consequence, they should shoulder their full 
share of the defense burden. 

On the other hand, in countries which at present are actually unable 
to survive without our help, which are threatened with Red aggres- 
sion and which we are morally obligated to defend, our committee 
recommends that limited military assistance be continued. Korea and 
Formosa are examples. 

This is not to say, however, that military assistance should be lavish 
or that our troops should continue to garrison the threatened areas. 
The mere extension of the Monroe Doctrine to include the threatened 
areas, together with our airpower, instantly ready to strike, should 
provide ample protective measures. 

Before proceeding further our committee feels it is well to remind 
ourselves of the fact that nuclear weapons and their air and space 
delivery systems have changed the face of war. 


PREVIEW OF WORLD WAR IIT 


Throughout history ambitious captains have set out to conquer the 
world. Hannibal crossed the Alps. Alexander the Great reached 
India. Caesar invaded France, the Rhineland and England. The 
hoofbeats of Genghis Khan’s cavalry resounded all the way from 
Mongolia to the Black Sea and the Persian Gulf. Napoleon con- 
quered Europe but fell the victim of the Russian winter. 

In fact, no great captain has ever been able to succeed in his dream 
of world domination. Disease, natural barriers, limitations of man- 
power, supply and transport have always stopped the aggressor. 

Today, the announced goal of the Kremlin dictators is a Com- 
munist-dominated world. With the modern weapons now in their 
possession, Kremlin dictators have the capability of destroying— 
almost instantly—any target anywhere on earth. 

Gen. Thomas S. Power, Commander of our Strategic Air Com- 
mand (SAC) has described the destructiveness which a hydrogen 
bomb could inflict on a big city: 

It would cause a crater 350 feet deep and 3,500 feet in diameter. Beyond 
the crater would extend a lip of radioactive debris 85 feet thick—enough to 
bury a 6-story building—and 1,800 feet in radius. Temperatures at bomb burst 
would pulverize all matter within a 4-mile diameter fireball and turn every- 
thing within 6 miles into rubble. 

With such power, the Kremlin, unless curbed, could either enslave 
all people or destroy them. It is an awesome fact that the Reds could 
be the first world conquerors. 

There are no natural barriers to deter this ghastly, terrifying Red 
capability. Unless the United States maintains decided air and space 
ascendancy, there is no effective barrier against Communist world 
domination by force. 








~~ hit SS LL 


aie WLC? = A 





> i OS a 


l- 


1d 
to 
st 
y- 





MUTUAL SECURITY ACT, 1959 957 


Excessive expenditures for conventional weapons—meaning the 
Army and the surface fleet—which cannot be decisive against the 
enemy, our extension of aid to doubtful allies who can be blackmailed 
into neutrality lest they be incinerated, and the global diffusion of 
our effort are all a waste of means which could spell our doom. 

World War ITI, if forced upon us, will be totally different from 
any past war. The decision will come from the sky. It will come 
quickly. There will be no time to prepare. Stockpiles of strategic 
materials will be useless. If industries survive, they will have no time 
to forge new weapons. Mobilization of manpower will be impossible. 
The fate of the free world will rest in the hands of professional armed 
forces—mostly Americans—manning the weapons on hand when the 
war starts. 

THE RED THREAT 


Thanks to ocean barriers, America is safe from a major Red army 
attack. But Red intercontinental bombers and Red ballistic missiles 
and Red submarine-launched guided missiles can all strike the United 
States with nuclear weapons. 

If world war III comes, it is assumed that the enemy will strike 
first. This would give him an enormous advantage. It would com- 
pel us to tight with the weapons which survive his sneak attack from 
the sky and attempt at sabotage on the ground. If we are not ade- 
quately prepared, this initial enemy attack will mean our destruction. 

Enemy capabilities are well known. Both the Soviets and Red 
China are committed to vast standing armies to control their popula- 
tions, hold satellite peoples in check, and threaten the free peoples 
on the Eurasian Continent. 

The Soviet-Red China axis, self-sufficient so far as strategic war 
materials are concerned, has little need for la surface fleets. But 
the Russians have more than 500 modern submarines, a frightful 
threat. to free world shipping and overseas troop transport. In addi- 
tion, Red submarines will relatively soon be able to fire IRBM’s with 
nuclear warheads against:our cities and military installations. 

Russia boasts the world’s largest air force, Red China the third 
largest. The Red Chinese have some 2,500 modern combat planes, 
more than the Chinese Nationalist Air Force and America’s Pacific 
Air Forces combined. 

The Soviet Air Force consists of some 22,000 modern combat planes, 
mostly jet. The air defense force has 4,000 supersonic jet fighters. 
Russia’s intercontinental bombers are believed close to our own SAC 
bombers in quality. How many ICBM’s Russia has ready to strike is 
unknown. But the Kremlin arsenal of nuclear bombs and delivery 
systems is feared fully enough to level the United States and Europe. 


TO MEET THE RED THREAT 


Our own forces: To meet the threat of a Red sneak attack, the goal 
of the Strategic Air Command is to have one-third of its bomber 
strength ready to launch a nuclear strike on a 15-minute notice. But 
to make possible this type of alert SAC needs more Western Hemi- 
sphere bases, crews, and intercontinental bombers. 

The Red threat is real, immediate, and inescapable. It is vital that 
the United States create and maintain global ascendancy in air and 
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space striking power. In addition, we must create the best possible 
continental defense against Red bombers and Red missiles. 

Unfortunately, we have not yet achieved space ascendancy. Nor 
have we solyed our own defense problem. 

Our Strategic Air Force, however, as of today, enjoys a margin 
of supremacy over the Red Strategic Air Force. But our Strategic 
Air Force is gradually wearing out. The great majority of its 
bombers are B-47’s, which are 10 years old and soon must.be replaced, 
General Power, SAC commander, has pleaded before the Congress 
for an immediate increase in intercontinental bombers and intercon- 
tinental ballistic missiles. Supposedly for lack of funds the request 
has so far been denied. 

Neither the United States nor the rest of the free world can afford 
armies comparable in size to those of the Soviet Union and Red China. 
Nor is there reason to do so. The Communist governments have 
neither the air nor the naval lift to transport their armies overseas. 
Not only is Europe vulnerable to invasion by the Red Army, but 
Soviet bombers and IRBM’s could devastate Europe without a Red 
Army invasion. 

Even were it possible for the NATO powers to create armies fully 
capable of defending Europe against Red Army invasion, Europe 
could still be destroyed from the sky before troops could be moved 
into battle. 

Surface fleets are vulnerable to air and undersea attack. In combat 
against an enemy with the largest air and submarine forces in the 
world, surface fleets may not survive. The fireball of a megaton 
nuclear bomb is 4 miles in diameter. The heat it gives off is more 
intense than that from the surface of the sun. Thus, a direct hit 
would not be necessary to melt a steel vessel. 

The submarine, however, is not especially vulnerable to enemy air 
attack. Atomic submarines, eventually to be armed with nuclear 
IRBM’s, could strike deep into enemy territory. Because such sub- 
marines will be able to fire the IRBM while submerged and then re- 
main under water indefinitely, this striking potential obviously should 
be developed to its maximum. 

Collective defense: It would appear that our leaders, instead of 
creating overwhelming air and space ascendancy, have decided to 
place heavy reliance for our survival on our allies. This attitude is 
reflected in the Eisenhower-Macmillan joint statement of October 26, 
1957. 

The agreement begins: 

1. The arrangements which the nations of the free world have made for 
collective defense and mutual help are based on the recognition that the concept 
of national self-sufficiency is now out of date. 

This is an astonishing admission. “The concept of national self- 
sufficiency is now out of ‘date” means to the soldier that we can no 
longer stand alone. 

Could this be true? Most certainly the Soviet Union can stand 
alone. And if it, with its enslaved population, can stand alone, then 
why can’t we, while we are still free, stand alone ? 

Might we not be in deadly peril if our defense—our very survival— 
depends upon others? Have we abandoned our traditional American 
self-reliance and permitted our survival to rest on collective defense ? 
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Suppose a situation arises in which it is to the best interest of our 
allies not to join in a conflict between the United States and the Soviet 
Union. Will members of the collective unnecessarily risk their own 
survival in an effort to defend the United States? 

Collective defense is not new. Let’s examine a few historical illus- 
trations. 

In 1867 Bismarck formed the North German Confederation. But 
the three powerful south German States of Bavaria, Baden, and 
Wuertemburg remained independent. European rulers feared the ris- 
ing power of the North German Confederation. Against Bismarck, 
Napoleon III reasoned that most of Europe would be on the side of 
France. 

During the spring of 1870, Napoleon III made firm alliances with 
Austria and Italy. He effected what he believed to be positive pledges 
with the south German States, Spain, and Britain to support him if 
he struck Bismarck’s new Prussian Army. 

On July 15, 1870, France declared war. Immediately Bavaria, 
Baden, and Wuertemburg joined Bismarck. Russia took Austria 
out of the war by threatening to strike her on the east if she joined 
France. Britain, Spain, and Italy chose neutrality. Without a single 
ally, Napoleon III fought and lost the war. 

The point is that the pledges of the European Powers to Napoleon 
III were just as binding then, as are the NATO pledges now. Never- 
theless, war wrote the answer and France fought alone. 

Again, in the two decades following World War I, France feared 
another rise of German military might. Desperate for allies, France 
extended economic assistance to 11 neighboring European countries. 
This assistance totaled the equivalent of $348 million. But when 
World War IT came, France’s assistance program brought her over- 
whelming economic and military disaster. 

In the early spring of 1941, Nazi troops, massed in the Balkans, 
threatened Greece. Mr. Churchill, with Greek approval, decided on a 
British occupation of Greece. Field Marshal Wilson commanded the 
intervention. 

The roads from Yugoslavia into Greece lead through difficult and 
narrow mountain passes. By skillful use of the terrain, it might be 
possible, Wilson reasoned, to pile up the invading Nazi in the moun- 
tain passes. 

A Greek force of 100,000 men had just stopped an Italian invasion 
on the Albanian front. In northeastern Greece were four divisions 
which had been recruited locally. Both these forces the Greek King 
placed at Wilson’s disposal. In addition, the British promised seven 
divisions and 23 RAF squadrons from Africa. 

Since the invading Nazi armies would have to pass through Yugo- 
slavia, the British had effected an arrangement whereby the Yugo- 
slav forces were pledged to resist. But Hitler arranged a clever 
coup d’etat and the Yugoslav Government decided to be neutral. 

Passing through Yugoslavia at touring car speed, the Nazi entered 
northern Greece. The 100,000 Greeks on the Albanian front refused 
to move to the east because they were determined to finish off the 
Italians. The four Greek divisions in northeastern Greece refused to 
move to the west to block the Nazi advance because they preferred 
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to defend their own homes rather than Greek homes elsewhere. 
Britain sent only 2 divisions, plus odd units, and 10 RAF squadrons. 

With heavy losses, the British were thrown out of Greece. 

The point of this Greek tragedy is—here were Greeks refusing to 
move a short distance to defend their own people. Collective defense 
was not possible among Greeks themselves. In other words, war 
wrote the answer to collective defense in Greece, as it will in any 
other war. 

The United States has had experience in the effectiveness of the 
collective defense. It was tried in the recent Korean war and it 
utterly failed. In this war 500,000 South Koreans fought heroically. 
Our contribution was 450,000 American troops; and we probably 
paid most of the bills. All other U.N. allies combined contributed a 
token force of 45,000, a mere 10 percent of the American effort and 
less than 5 percent of the total forces. Under this collective concept, 
for the first time in our history, we failed to win a war. 

The truth is, when a nation becomes a member of the collective, it 
loses control of its own destiny. We could have won the war in 
Korea but our U.N. allies, with varied global interests, could not 
agree tosucha victory. Weshall yet pay for our Korean compromise. 

Despite its failures in history, any challenge of the theory of col- 
lective defense is never answered by its advocates. General Eisen- 
hower, with the military prestige of World War II, was selected to 
set up the NATO defenses. This fact alone seemed to most observers 
as a sound endorsement of collective defense. And on the concept 
of collective defense, the NATO structure has been built. 

NATO: From the beginning NATO has followed a surface-de- 
fense concept which commits NATO ground forces against the Red 
army. Since World War II the Soviets have kept some 175 regular 
army divisions in the field. In addition, there are 300 Red reserve 
divisions, well trained, with modern equipment. The central 
European satellite states have some 85 additional divisions. 

Today there are scarcely 21 NATO divisions between Switzerland 
and the North Sea. Of these, five are American and three British. 
Thus, the continental NATO powers, with a population of more than 
200 million, have less than 13 divisions on the line for the defense 
of Western Europe. The NATO air support for these 21 divisions is 
insignificant compared to the strength of the Red air force. 

The present power ratio between the Soviet capability for attack 
and the European NATO capability for defense is such that it is 
obvious: 

(a) That the Red army could overrun Europe ; 

(b) That the Red air force and probably the Red intermediate 
range ballistic missiles (IRBM) could destroy Europe. 

Our Joint Chiefs of Staff recognize the weaknesses of European 
NATO, and that our American surface forces in the Rhineland can- 
not survive a full-scale Red attack. And they realize that, in a matter 
~ days, our troops would be dead or wounded, or on their way to 

iberia. 

After Sputnik I was put into orbit, worried NATO members met 
in Paris in December 1957. There President Eisenhower promised 
European NATO members they would be supplied with the most mod- 
ern of al weapons, the American IRBM’s, hace, and Jupiters. The 
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concept was to emplace a line of IRBM’s from England southeast 
through Western nen e, and on into Greece and Turkey. Such a 
chain of well-stocked IRBM bases could send a devastating nuclear 
barrage deep into the Soviet Union. 

But European NATO powers have not reacted as anticipated. 
While we offered our allies the IRBM as a striking force, we provided 
them almost no protection against Red nuclear attack. Xetually, 
we are unable to do so. Quite realistically, the NATO powers en- 
visage total destruction by incineration should the Reds attack them 
with nuclear IRBM’s and bombs. 

Today, only Britain is emplacing, and Italy has agreed to emplace 
a limited number of IRBM’s. This cool NATO reception of the 
IRBM is considered by some military experts as the greatest failure 
in our postwar defense planning. 

Nevertheless, let’s assume that we have provided the NATO powers 
with adequate and modern offensive and defensive weapons. We have 
no assurance that the Soviets would attack Europe. The United 
States is the only nation blocking the Communists’ dream of world 
domination. It is likely, and it is militarily sound, that, if the Reds 
strike, they will bypass Europe and strike directly at the United 
States and our overseas strategic airbases encircling the Soviet Union. 

The Reds could strike most of these bases without directly attack- 
ing the European NATO powers. Except in Spain, which is not a 
part of N ALO, there are no strategic airbases on the European 
Continent. Our bases in England cannot be used in war without the 
express consent of the British Prime Minister. 

Jnless attacked, our European allies might be inclined not to strike 
the Soviet Union but rather to be neutral. If not attacked European 
NATO powers could hold their weapons in reserve, just in case the 
Red attack against them might come later. Most certamly, to remain 
neutral and hold their fire would be a human reaction. 

In October 1957 Mr. Elmo C. Wilson, director of the New York 
Herald Tribune World Poll, took samples of public opinion in 11 
powers, all of which are friendly to the United States. Mr. Wilson’s 
question was: 

In case war breaks out between the United States and the Soviet Union, do 
you think your country should do everything in its power not to get involved? 
Or do you think it should take part on one side or the other? 

Two of the eleven countries polled voted to take sides. In the 
Netherlands, 70 percent of those polled, and in Australia, 57 percent 
of those polled, voted to support the United States. 

The remaining nine countries voted not to become involved. Vote 
percentages by country were: Sweden, 94 percent; Austria, 89 per- 
cent; Norway, 74 percent; Belgium, 74 percent; Italy, 72 percent; 
France, 66 percent; Germany, 63 percent; Brazil, 61 percent; Britain, 
54 percent. 

One is compelled to wonder if our leaders have given sufficient con- 
sideration to the fact that, should world war III be forced upon us, 
there is a probability that we shall be fighting alone. Would it not 
be foolhardy to plan otherwise ? 

Let’s examine the position of our two strongest allies, should war 
become imminent. Britain is dependent upon sea supply for her sur- 
vival. The Royal Navy now ranks a poor third. Britain is paring 
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her army to the bone; the RAF is being phased out in favor of missile 
defense—amissiles which are being provided by us. 

Since a half dozen four-megaton H bombs could destroy Britain, 
neutrality may look sweet to the British. 

In war, can be depend upon the availability of our Strategie Air 
Command bases in England ? 

Western Germany is rearming rather reluctantly. The Red air 
force and missile program have a 12-year lead on German prepara- 
tions. If a war is fought on the ground, Germany is certain to be the 
initial battlefield. Nuclear weapons might stop a Red invasion of Ger- 
many, but the blasting would wipe out the German population. Ger- 
many is divided. Suppose the Kremlin offered a United East-West 
Germany and, as a price for neutrality, promised not to invade? 
Where then would be the German place in the collective defense ? 

This probability that we may be fighting alone is enhanced enor- 
mously by the nature of the next world war. In a conventional sur- 
face war, the Soviets with their three great allies—distance, winter 
and unlimited manpower—would not be greatly disturbed if the 
United States had European allies. The Soviet Union need not fear 
a conventional land invasion. But in this changing air- space- nu- 
clear-age, we had hoped to use NATO powers as IRBM bases. And 
sufficient IRBM’s, based in Europe, would offer a mortal threat to the 
Soviet Union. This gives a new meaning to alliances. This threat 
is so great that the moment hostilities are imminent, the Reds will 
be compelled to blackmail the NATO powers into neutrality or in- 
cinerate them in the initial strike of the war. 

Should war come, our European allies will receive such Soviet pun- 
ishment as their war effort invites. If they stay out of the way, they 
may survive. If they attack the Soviet Union, they will be destroyed. 
This fact forces one to discount the wartime value of the IRBM in 
the hands of the NATO powers. 

Self-preservation is the first law of nature. Unlike any war in the 
past, the next war will be a war of incineration. When an entire pop- 
ulation faces extinction, nations, like individuals, put survival above 
all else. And for this they cannot be blamed. Would it not be logi- 
cal to expect our allies to choose neutrality? No matter how much 
treasure and how many weapons we pour into European NATO, no 
matter how heavily we rely on European NATO, only war will write 
the elie to what course our allies will take if and when the Reds 
strike. 

The probability of a neutral European NATO is not all that could 
plague our collective defense. In addition, a great portion of our 
oversea airbases may not be available tous. ‘The sound military plan- 
ner knows these facts: 

1. Oversea bases are more susceptible to ground sabotage than those 
in the Western Hemisphere. 

2. The host country—when war is imminent—may, in the hope of 
survival, seek neutrality and thus deny us the use of its bases. 

3. Bases most vulnerable to Soviet air and missile attack are those 
nearest the Soviet Union. 

These two possibilities, neutrality and unavailability of bases, may 
leave us little choice in war other than to depend upon North Ameri- 
can air and missile bases. 
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Central Europe, South Asia and Far Pacific: These areas have re- 
ceived some $10 billion in military assistance. For the most part the 
recipient countries have no actual need beyond internal security forces. 
None of the countries is strong enough successfully to oppose the 
Soviet-Red China axis. The Nationalist Chinese and the’ South 
Koreans are directly threatened with Red aggression and acutely need 
military assistance. And we should extend this assistance. Most 
of the other countries in these areas need only internal police protec* 
tion. ‘This they should be able to finance themselves. 

Considerable resentment against the United States has arisen from 
our military assistance to Pakistan and our economic aid to India. 
These two peoples are traditional enemies. Our aid, which strength- 
ens each militarily, intensifies their mistrust. Both parties complain 
to our representatives. 

Latin America: In 1960 the United States plans to extend nearly 
$100 million military assistance and credit to 12 Latin American na- 
tions. This assistance will in no way place these countries in a posi- 
tion to defend themselves or to assist in the defense of the United 
States against Red air and space attacks. 

The only threat, other than neighborhood quarrels, is subversion 
from within. It appears that the Latin American countries could 
afford their own constabulary police force and that our military as- 
sistance is not vital either to them or to us. 

Foreign aid fallacies: The administration is asking for $1.6 billion 
for military assistance in 1960. Hon. William H. Draper, Jr., Chair- 
man of the President’s Panel To Report on the Mutual Security Pro- 
gram, is reported to have recommended an additional $400 million for 
military assistance to NATO. 

The U.S. publication, “Mutual Security Program, fiscal year 
1960—A Summary Presentation, March 1959,” page 27 lists the 
armies of our allies as 4.9 million strong, allied navies of nearly 2,500 
combat ships, and 30,000 military aircraft, of which nearly 14,000 are 
jet. This allied strength, combined with ours, would appear to repre- 
sent more combat strength than that of the Red forces. 

But the administration publication fails to state that the 4.9 million 
men are scattered over the globe; that in an emergency they could not 
be concentrated at a critical area in time to be useful if they could be 
concentrated at all. It fails to speculate on whether or not the forces 
will be held for homeland defense and that they are not likely to be 
committed unless their homeland is attacked. It fails to invite atten- 
tion to the fact that the threat to the United States will come entirely 
from the sky and that the 4.9 million men of the allied armies cannot 
possibly influence an air or space attack against us or Europe. It fails 
to state that on the line between Switzerland and the North Sea are 
not more than 21 divisions—some of which are not combat ready. 

Twenty-five hundred allied combat vessels is an impressive number 
of ships. But unless we control the air over them they can be sunk by 
the Red air force and Red submarines the moment the Kremlin so 
me ers And initially, we are not likely to control the air over these 
vessels. 

An allied aircraft inventory of 30,000 planes, of which 14,000 are 
jet, is also wonderfully impressive. But unless the combat character- 
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istics of these planes are the equal or better than those of the Red air 
force the planes will be lost in their first engagement. 

The administration publication does not reveal the type of jet 

lanes available among our allies. If, however, the Korean war may 
taken as indicative of the planes which our allies possess, we can 
draw some conclusions. In the Korean war the only plane which was 
the equal of the Russian Mig-15 was our F-86 Sabrejet. Neither 
our Navy nor our allies possessed a fighter plane which could cope 
with the Mig—15. 

Since the Korean war the Soviets have produced and placed in 
service at least two new fighters, the Mig-17 and the Mig-19. It is 
a safe assumption that only our Century series fighters—our super- 
sonic fighter ar tara am superior to the Mig-17 and Mig—19 of the 
Red air force. Consequently, the 14,000 jet planes said to be in the 

ion of our allies for the most part are obsolescent and probably 
would be shot down in the first engagement with the Red air force. 

Proponents of foreign aid argue that our military assistance pro- 

am is the best investment we can possibly make for our own defense. 

hey invite attention to the fact that some five foreign soldiers can be 
hired for the cost of one American soldier. In the next war, however, 
combat effectiveness will not: be measured in manpower. The threat 
to our country will come from the sky. It will be a nuclear weapon 
carried on the wings of a bomber or in the nose of a ballistic missile. 
No matter how many millions of men are on our side, only professional 
servicemen manning superior air power and antiaircraft missiles and 
antimissile missiles can defend us against a Red attack from the sky. 

From Soviet bases in the Arctic, Red nuclear weapons can be flown 
over the polar cap and strike the United States in a matter of hours or 
minutes. The best way to prevent these attacks is to destroy the bases 
from which they are launched. The ability to intercept these weapons 
in flight is doubtful. 

Even if our allies fought and won a surface war on the Eurasian 
mainland, it would not prevent this Red capability of striking us from 
the sky. 

The same is true for the defense of Europe except that Europe can 
be invaded by the Red army unless prevented by the power of our 
SAC. If this ghastly enemy capability to strike us be true, and it 
cannot be denied, our military assistance program cannot be considered 
essential for the defense of the United States. Not one of our allies 
anywhere on the globe has what one might call an independent mili- 
tary capability against the Soviets. Not a single ally nor all com- 
bined has sufficient air power and missile power to cope with the nu- 
clear striking force under the command of the Kremlin. Only the 
United States has sufficient modern military might to deter Red ag- 
gressivn or win the battle of the sky if war is thrust upon us. 

Were we financially and industrially able to endow our allies with 
adequate air and missile power, in the hope that by better dispersion 
our weapons would be more effective, we would simply be diminishing 
our combat effectiveness. Air power and missile power are indivis- 
ible. Their range, their flexibility, their speed, their terrific striking 
power, are all so great that they can be thrown against a variety of 
targets anywhere on the globe in an exceptionally short time. This 
striking power is only effective when controlled centrally so that full 
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advantage may be taken of these remarkable and unprecedented com- 
bat characteristics. 

Parceled out among our allies, air and missile power would tempt 
each ally to hold its fire in the hope that it would not be attacked. 
Thus the distribution of our strength, had we enough to distribute, 
would immediately lead us into unbearable weakness. 

If the United States provides strategic airpower and intercon- 
tinental ballistic missiles as an effective war deterrent or as a means 
of winning world war III, if it should be forced upon us, certainly 
our allies should provide and finance their own surface defense. 

If foreign military assistance continues, it cannot well be denied 
to any country which professes even a slight affinity for the free world. 
If this aid continues, our Congress cannot gracefully deny any ex- 
penditure for the American people, even though it might be wholly 
unnecessary. 

With due respect, the Citizens Foreign Aid Committee poses an 
issue which we believe the administration should explain to the Ameri- 
can people. The administration contends that the defense of the 
United States depends on continuing giant outlays of the earnings of 
Americans to a multitude of foreign nations. Yet if war comes there 
is a strong probability that, to survive, many of our allies will elect 
neutrality. 

The American people are entitled to a full disclosure of the basis 
for the administration’s stand on military assistance before more 
billions of dollars of their resources are conscripted to go to foreign 
nations. 

Chairman Morean. Thank you, General Fellers. 

General Fellers, do you think if. we stop foreign aid we will be 
safer from foreign aggression than by continuing it? 

General Fetters. Yes, sir; Ido. I think it would put responsibility 
on the Allies, where it belongs. I think we would have more money for 
our own defense, and we are weak in strategic airpower and inter- 
continental ballistic missiles, and I think if we stopped foreign aid, 
with the exceptions I listed in my copy—— 

Chairman Morgan. You have only listed the exceptions China and 
Korea. 

General Frtiers. I call them examples. I think Turkey would be 
an example. 

Chairman Morean. Any other NATO countries? 

General Fretters. It would depend upon the circumstances at the 
time. No, sir; I think I would not list any others at this time. 

Chairman Morcan. Just Turkey, Taiwan, and Korea. 

General Frtiers. I would stop the aid to Turkey except possibly 
technical assistance. 

You see, you cannot give these small countries an independent war 
capability in this modern age because it takes bombs, nuclear bombs; 
it takes bombers; it takes fighters; it takes missiles; and it is just too 
expensive to parcel these weapons out. Moreover, they are more effec- 
tive under central control. 

Chairman Morean. You feel, then, outside of our own SAC bases 
that all of our nuclear weapons should be controlled by a button in 
this country ? 

General Friiers. That is the safest way ; yes, sir. 
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Chairman Morcan. You would think that our safety would be 
guaranteed, then, by having the button here in this country ? 

General Freuixrs. Absolutely. Well, it is more than a button; but 
you.can call it a button if you like. 

The fact that Russia is the base from which must emanate all Com- 
munist activities to communize the world means the Kremlin does not 
want, to sacrifice that base.. And if we have the nuclear power utterly 
to wipe them out, there will be no war. And that is what we are 
after. But it makes no difference to Russia how many rifles we have 
in Europe or how many men are under arms or how many vessels 
we have on the water, because these weapons cannot punish Russia. 

Chairman Morcan. General Fellers, how do you feel about Russia 
imitating our program in foreign aid? They are supplying steel 
mills;for India as part.of an economic program. Now, why would 
they not follow the same line of defense that you just outlined as being 
best for us, if it would be good ? 

General Fretiers. They are. They are giving no weapons to foreign 
countries. 

Chairman Morcan. They are giving weapons to their satellites. 

General Fetters. But they don’t give them any ammunition. All 
those 85 divisions in central Europe are well equipped and trained but 
the ammunition is not there. They don’t trust them. 

Chairman Morcan. You don’t believe any of the satellite countries 
have any nuclear warheads or anything of that type? Do you think 
everything is controlled ? 

General Freviers. I am sure. They have no means of striking us 
with their weapons in the satellites. 

Chairman Morean. You don’t think Red China has nuclear 
weapons ? 

General Frtzers. I don’t know, but they have no planes that can 
strike the United States. There is no evidence that China has nuclear 
weapons. 

Chairman Morean. I have received some recent evidence that they 
have nuclear capability. 

General Fritters. You know better than I but I didn’t know that. 

Chairman Morgan. Thank you, General Fellers. 

Mr. Chiperfield. 

Mr. CurperFietp. Thank you, Mr. Chairman. 

First of all, I have never been a “yes” man for our foreign policy. 
I worked on and signed 14 or 15 minority reports because I felt cer- 
tain steps were being taken which would lead us into World War II. 
Some of the newer members may not know that. You know that, 
General Fellers? 

General Freiers. I know that. 

Mr. Cuirerrtecp. But that is water over the dam. We got into 
World War II and we got into the Korean war. Certain consequences 
have happened since, and consequences which are grave, almost of a 
crisis nature, with which we are confronted. 

Now, I read your pamphlet “Foreign Aid and You,” and I read it 
very carefully and thane read it more than once. And frankly I 


think it contains many fallacious, erroneous, and misleading state- 
ments. Now, I will give just one rae 2 on page 12 of your “For- 
ollows: “Encouragement for 


eign Aid and You” report. It reads as 
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foreign aid originally came from Joseph Stalin.” And then you quote 
in part a statement for Joseph Stalin. , 
at me read the exact.statement rather than as you quoted it. You 
will find the meaning is just the opposite. Here is the actual state- 
ment—with the omitted words italicized : 

* * * That is why it is essential that the triwmphant proletariat of the: ad- 
vanced countries should render aid, real and prolonged aid, to the toiling masses 
of the backward nationalities in their cultural and economie development ; that 
it should help them to rise to a higher stage of development and to catch up 
with the more advanced nationalities. Unless such aid is forthcoming it will be 
impossible to bring about the peaceful coexistence and fraternal collaboration of 
the toilers of the various nations and peoples within a single world economic 
system that is so essential for the final triumph of socialism. 

You imply in your statement that our foreign aid follows the Stalin- 
ist line. 

General Frtters. I don’t mean to imply it, I mean it. I think it 
does. 

Mr. Currerrtetp. I don’t think so, and I disagree with you. 

General Fetters. I think it does follow his prescription. 

Mr. CurrerFieLp. You think our purpose is to make those countries 
communistic instead of giving them freedom ? 

General Fetters. Of course not, but we are doing it. 

Mr. CureerFreLp. That is what you say. 

General Fretiers. We are doing it—we intend nothing but good, 
but we are not giving good. 

Mr. CHIPERFIELD. Tthink your quotation is misleading. 

General Fre.iers. It is not so intended. The omissions were for 
brevity. 

Mr. Currerriecp. General Fellers, I will put it this way to you: 
If you are right, then General Norstad is wrong. General Eisen- 
hower is wrong. Our Chiefs of Staff are wrong. General Draper 
and his committee are wrong. So as far as I am concerned, sir, I 
will string along with them rather than your judgment. 

General Fetters. That is your privilege. 

Mr. CurrerFreLD. That is correct. 

You referred to General Draper’s committee, but you are critical 
that our forces are scattered. 

Russia has an area of 360 degrees to defend. They have to look 
all around the whole circle, don’t they? And we are around her 
periphery. You think one missile will knock out one base? I don’t 
see it that way at all. 

Now, we just differ. 

Mr. Futron. Will the gentleman from Illinois yield ? 

Mr. CurrerFtetp. No; you take your own time. 

I just wanted to ask one other question. I notice on this statement 
of yours, Mr. Harnischfeger, it says, “Public Relations: Reg Mitchell.” 
And then it gives his address. 

Did he write this speech for you ? 

Mr. Harniscurecer. No. 

Mr. CurrerrieLp. Were you ever a member of the America First 
Organization ? 

Mr. Harniscurecer. No. 

Mr. Cureerrievb. Thank you. 

Chairman Morgan. Mr. Carnahan. 
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Mr. Carnanan. Perhaps General Fellers would like to respond to 
my question : Is it your feeling that the purpose of international com- 
munism is toeventually dominate the entire earth ? 

General Fetiers. It is so announced ; yes. 

Mr. Carnauan. Are you convinced that they are going to bring 
about that intention entirely through military power? 

General Feriurrs. No, sir. I think they intend to collapse our 
economy and do it without a war. 

Mr. Carnanan. Will they be working at it without war until they 
get.our economy collapsed ? 

General Frnuers. I think so. I think that is their intent. Of 
course, the reasons and causes for war between the United States 
and Soviet Russia already exist. When they shoot down our planes, 
unarmed planes, it is a cause for war. 

Mr. Carnanan. Do you think it possible for them to accomplish 
their conquest without war? 

General Frtiers. Yes, sir; if we collapse our economy, I do. 

Mr. Carnawan. And then you think that all of our attention 
should be given to our own economy—we agree that our economy 
should be strong—but that no attention should be given to their 
conquest outside of military conquest, at the present time ? 

General Feiters. Do you mean subversion ? 

Mr. CarnaHan. Yes; subversion, or—— 

General Fetters. Oh, of course, I believe we should guard against 
it and I would say of our troops in Europe, which are of very little 
defense if Europe is invaded, they may be serving a useful purpose 
in helping to prevent subversion. That is the only good I can see they 
are doing there. Perhaps there is a morale factor. 

Mr. CarnaHan. What is your objection to it, then ? 

General Fetters, The money. 

Mr. Carnanan. It is costing too much? 

General Freiiers. Oh, yes; and moreover it is not doing what they 
say it will do. It is not protecting Europe and we say it is, 

Mr. Carnauan. Do you object then to the economic portion of 
foreign aid, also, as well as to the military ? 

General Fetters. Almost entirely ; yes. 

Mr. Carnauwan. You object to the whole thing? 

General Feiiers. Yes. I think we can’t afford it. Moreover, I 
don’t think anything given to people ever does them any good anyway. 
Mr. Carnauan. I notice in your report you have a statement: 

Foreign aid is money extracted from the American people by confiscatory 
income taxes, and then bestowed by our Government bureaucrats upon a foreign 
government to do with as they please. 

Now, the thing I am asking is, Do you classify all taxes as con- 
fiscatory, or just income taxes? 

General Friuers. I couldn’t answer that. What do you mean by 
all taxes? 

Mr. Carnauan. I just wondered if you would pick out just income 
tax, which in your opinion is confiscatory. 

General Fetters. Well, if a sales tax is 90 percent it is confiscatory ; 
yes. But I consider income tax confiscatory. 

Mr. Carnanan. Then in your opinion income tax is completely con- 
fiscatory ? 

General Fetters. Yes. 
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Mr. Carnauan. Thatis all. 

Chairman Morgan. Mrs. Bolton. 

Mrs. Botron. Both of you: It is very interesting testimony to listen 
to. I haven’t had the pleasure of meeting you, sir, before, but I have 
met General Fellers and I have known of him through Larry Smith 
for many years. 

It is exceedingly interesting, though I am not sure I am clear. 
Am I to understand and are we to understand that you would abandon 
the program except for two or three small instances like free China, 
and Korea—you said there are several others which I believe are not 
mentioned. And put absolutely nothing in the place? What would 
youdo? Weare up against world communism. What would you do? 

Mr, Harniscurecer. To whom are you directing this question ? 

Mrs. Bouron. Toeither of you. Both of you. 

Mr. Harniscurecer. In talking about the economic—I think Gen- 
eral Fellers better handle the military. 

First of all, when you try to dispense $4 billion to $5 billion economi- 
cally throughout the world under the procedure as we are following, 
there isn’t a human individual who can go to work and coordinate and 
get you the effective results. 

My personal philosophy has been that, sure, if we want to expand 
the international economy it should be done largely through private 
business and if you want to dispense that type of money, certainly in 
the case of the Export-Import Bank, they have done a commendable 
job. In 25 years | guess they have made $14 billion worth of loans, 
they produced $700 million in net, and the administration was 450 
people. In other words, it was a reinsurance program on American 
credits. The administrative problems in dispensing globally $4 bil- 
lion to $5 billion are impossible of attainment with a reasonable 
amount of efficiency. If you have ever studied the Hoover reorganiza- 
tion report, where, in every country, we set up planning people who 
are often young, inexperienced people who move into an economy with- 
out knowing what the ramifications of building up an economy are, 
and then back up that recommendation to a board here that approves 
it, why we are trying to run the world with a bureaucracy which has 
been increased from 450 to 12,000 people on the economic and 9,000 
on the military. 

Mrs. Botron. Would you be inclined to cut out the billions and se- 
cure older people with more capacity and experience and do less but 
still do some, or would you abandon it all ? 

Mr. Harniscurecer. I think you have to taper this off. You would 
have a catastrophe if you wanted to stop it in 24 hours. I will give 
you an illustration. I was in Venezuela recently. Now, Venezuela is 
one of the richest. countries in the world per capita. By reason. of 
American investments, both in oil and in steel they have produced for 
the benefit of the Venezuelan economy $250 million, You haven't 
stopped communism, even though it is one of the richest. countries in 
the world. You had your revolution. But then we put point 4 fellows 
into Venezuela in order to tell these people how to spend their money 
and our money—the Lord only knows our objective. 

Let’s move over to Bolivia. The Reds move into Bolivia, they take 
over the tin mines, they nationalize them and we give them $129 
million in order to support a communistic philosophy. 
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If you want to go into the European end of it, sure I agree with 
General Fellers, as far as Turkey 1s concerned. From my own ob- 
servations over there, it is the one country where the people will fight 
and where they have got economic resources but by reason of our plan- 
ning, which is a socialistic form of planning, we have spent X millions 
of dollars in cement plants and after the cement plants are erected 
they haven’t built up secondary industries and then they take this 
cement and they put it into the international markets and compete 
with countries like Italy where we likewise spend millions. 

Mrs. Bouron. May I suggest that so far as I have been able to find 
out since we did do what we have done in Europe, none of the coun- 
tries we have helped have gone Communist. Don’t you count that as 
anything that is worthwhile? 

And may I suggest this, sir. I am very deeply interested in what 
you are saying. But we are on a 5-minute level and if I might put 
my question to General Fellers while I still have a moment or two, am 
I right in understanding, General, that it is your clearly stated opinion 
that you would do away with this program? If so, what would you 
put in its place ? 

sna aa I am not going to be maneuvered into the posi- 
tion of being selfish and not wanting to help other people. 

Mrs. Borron. I am not trying to maneuver you. I am asking quite 
honestly. 

General Fetters. That is just my introductory sentence. 

Mrs. Bouton. All right. 

General Fetirrs. I spent 8 years of my life in the Philippines. The 
Philippines, when I first went there, had a population of about 4 mil- 
lion. If you drank any of the water or cleaned your teeth with any 
of the water, you were sick. They changed all this themselves, Today, 
every village has potable water. You can go anywhere in the sslands 
and you don’t get sick from drinking the water. They have schools, 
and good schools. They did all—they paid for this entirely themselves 
and they benefited by it and they have risen to be a very fine independ- 
ent country. 

I think any money given to people without their effort is no good, 
so I am opposed to the kind of aid we are giving but I am not a . self. 
ish person who wants to roll up in this country and think about no 
other countries. 

Mrs. Bouron. You believe then in what is called Fortress America? 
You believe that is what we should be doing ? 

General Fextrrs. Would you mind defining Fortress America? 

Mrs. Bouron. I was hoping you would. 

"General Frtiers. If you mean militarily, I think in the final analy- 
sis we are going to be compelled to believe in it because it is going to 
be the only base we will have to fight Russia if war comes. So we 
are driven to Fortress America. 


Mrs. Borron. You give the feeling to me—and I don’t know about 





the rest of the committee—that, as a matter of fact, we are in a hope- 
less position which is bit by bit going to take us over because every- 
thing we do is wrong. 

“General Fexiers. That is about my impression, yes. 

"Mrs. Boron. A very hopeful, optimistic attitude, General. I com- 
mend it to you. 
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General Fruuers. I believe in facing facts and not being imagina- 
tive about it. 

Chairman Morean. Mr. Zablocki. 

Mr. Zasiocki. Thank you, Mr. Chairman. 

Welcome to the hearing, Mr. Harnischfeger. 

I sincerely want to commend you, Mr. Harnischfeger, for your in- 
terest in domestic and international affairs. Though our views differ 
I recognize your right and privilege to use your efforts and your 
means to propagandize your point of view. I am disturbed that you 
admit the quotations in the report are partial quotes. It is a very 
poor excuse to say that some very vital phrases are deleted for brevity. 
Knowing of your sincerity and your truthfulness in the past, I must 
very frankly say that I am concerned that you, Mr. Harnischfeger, 
agree to some of the untruths and half truths in the statement of your 
committee. 

Mr. HarniscHFecer. Let’s have a specific statement. 

In other words, they brought up this one here, now what about 
some other ones? 

Mr. CurperrreLp. We have plenty, right here. 

Mr. Zastockt. There are quite a few and my 5 minutes would not 
allow me to cover them. 

I would like to ask some questions that could shed some light on this 
report. 

Tn reply to Mr. Chiperfield you stated you never were a member 
of the America First Organization. 

Mr. Harniscurecer. That is right. 

Mr. Zastockr. Looking at the list of members of your committee 
on the back page of the report, there are quite a few who were with 
the America First and other organizations usually recognized as iso- 
lationist. Is that true? 

Mr. Harniscurecer. Well, I—let’s go over the list of members. 
First of all, General Wood, he was the head of Sears Roebuck. They 
are operating in a dozen different places in the world. 

Then move down the line to Mr. Tittmann. ‘He is connected with 
American Smelting and Refining and in Peruvian mining and was 
directly responsible for putting up one of the most efficient copper- 
producing units in Peru and lived there for X number of years. As 
far as Mr. Rockwell is concerned, to the best of my knowledge hé ‘is 
moving into different areas of the world and producing. 

I don’t think we’ve got a bunch of isolationists. 

Mr. Zastockt. Nevertheless, this looks like a list of those who have 
advocated isolationism in the past. 

Mr. Harniscurecer. I don’t think we are advocating isolationistn. 
I think you people have got a responsibility.. This country is facing 
a $12 billion deficit. 

Mr. Zasvooxt. And I want to: assure you tlis committee is just 
as anxious to cut out waste and see that this program is for the secur- 
ity and defense of this country and to preserve peace and deter war. 

Now, we are not any less American than the members of your com- 
mittee, I want to assure you. 

Mr. Harniscurecer. You say we are isolationists: I say we are 
Americans. We are Americans. We believe in protecting the 
home base and we believe in a solvent America: Are ‘you i. favor 
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that we give Britain X number of dollars and that they reduce their 
taxes X number of times when we are saddled with a tax load that 
is back breaking ¢ 

Mr. Zaniockr. Mr. Harnischfeger, I voted against the extension of 
the British loan legislation in the last Congress. 

Mr. Harnischfeger, you have mentioned in your opening remarks 
that there is a research or fact-finding committee that prepared this 
report, and I am sure has prepared your statement or helped prepare 
your statement. 

Will you please identify the individuals comprising the research 
committee ¢ 

Mr. Harniscurecer. Well, Dr. Groseclose, as well as Mr. Rinta, 
who is with the Council of State Chambers—I am still on that execu- 
tive committee. I think I am perfectly competent to discuss interna- 
tional economics after the many years that I have been in this type 
of business, which takes me right into your basic industries. But 
when it comes to developing facts about the ratios of the amount of 
money that this country is contributing to the general defense, com- 
pared to the overall, well, sure we try to get people who have some 
experience in that field, who are specialists in that field. 

Mr. Zasrockr. Mr. Chairman, I have many questions. I hope with- 
in my 5 minutes you will answer three questions relative to your com- 
mittee’s policy as stated in the concluding paragraph of your report. 
The report states: “Members of this committee are not isolationists. 

“They believe in the principle that commercial intercourse is of 
great importance to stabilize the world.” 

How can the underdeveloped countries trade or have commercial 
intercourse if we do not assist them to raise their standard of living 
and economy in order that they will be in a position to trade with us? 

Mr. Harniscurecer. Well, our principal premise has been that a 
great many of the projects that have been developed, they were not 
developed by American business; they were developed by men that 
have had relatively little experience in international economics. 

I will illustrate: I was in Liberia recently and sure there was the 
rubber company, the Firestone Rubber Co., and I guess they have a 
manganese mine. Sure they have developed those areas and they have 
put in schools and they have set up educational programs to build up 
that country. 

Now, by the same token, we are spending “X” number of dollars 
for a university in Liberia. Well, I say if you wanted to do anything 
well you better get some people who are coming from agricultural 
extension, to try to find a way to increase the productivity of the 
native. 

I don’t know what use we have for a university in Liberia; if you 
want some other examples, I will be glad to give them. 

Mr. Zasiooxr. You say the committee supports the expansion of 
international trade by use of the free enterprise system. 

Does that mean your group endorses the reciprocal trade agree- 
ment; GATT proposals and free trade? 

Mr. Harniscurecer. That was never discussed by the committee 
on the whole. Personally I don’t believe in it. I believe in the selec- 
tive tariff set here in Washington. 

Mr. Zasnockr. Then you really don’t believe what is stated in this 
report, or at least there is a division among your committee ? 
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Mr. HarniscHrecer. You can have foreign trade on a selective 
tariff basis and protect our internal economy as well as on a free basis. 

Mr. Zasiocki. Then we will-not have an expansion of international 
trade by the free enterprise system. 

You say the committee subscribes to a reasonable expansion of sound 
foreign investment in loans at the business and state level. 

Does your committee endorse the increased authorization appro- 
priation for the International Monetary Fund, the World Bank, and 
the Development Loan Fund? 

Mr. HarniscHrecer. I was on a committee where that was discussed 
for the council, the State chamber, and I suggested and it was adopted 
that that be referred to for further study to the Banking and Cur- 
rency Committee of our Congress. 

Mr. Zasiockt. What does your committee mean by the last sentence 
in your report? What do you subscribe to? 

Mr. Harniscurecer. We subscribe to international trade. Why, 
certainly. 

Mr. Zasiocki. “Expansion of sound foreign investment and loans.” 
The three major development loan funds were enumerated. Does your 
committee endorse them? Does your committee subscribe to or en- 
dorse the Development Loan Fund ? 

Mr. Harniscurecer. Well, the Export-Import loan; yes. 

Mr. Zastocki. The Development Loan Fund? 

Mr. Harniscurecer. The Development Loan Fund; no. 

Mr. Zasiocki. Why? 

Mr. HarniscHFecer. Because that is soft money loans and when 
you move soft money into an area competing with hard money you 
break down the investments of the hard money. 

Mr. Zastock1. What happens to the country that cannot obtain 
financial assistance with what you call hard money? There are coun- 
tries in some areas that just have to depend on soft loans. 

Mr. HarniscHFrecer. Sometimes I think that we are imbued with 
the philosophy of jazzing up the international economy in a year; 
that should take a hundred years. 

Mr. Zastockr. Mr. Harnischfeger, you are aware that some of our 
so-called fuzzy loans and soft loans are being repaid? 

Mr. Harniscurecer. Well, some of them. 

Chairman Morean. The gentleman’s time has expired. 

Dr. Judd. 

Mr. Jupp. It is nice to meet you, Mr. Harnischfeger. I have had 
the privilege of knowing General Fellers for a long time. 

General, what do you estimate that it would cost us if we were to 
do what you recommend on page 5, that is, to become adequately pre- 
pared for our own defense ? 

General Frtirrs. I think we could be adequately prepared and 
save $10 billion on our budget of today. 

Mr. Jupp. Would you suggest what you think our military budget 
would be? 

On page 7 you say our B-47’s are 10 years old and worn out and 
have to be replaced. What do you think our own military budget 
would go to if we were to depend strictly on our own forces, our own 
weapons, our own bases ight hone in the USA. ? 

General Fetters. That isa very fine question. If you didn’t have 


the fighting among the services, which is a desperate thing, you could 
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cut your surface fleet and your Army $10 billion. The two of them 
together get about $18 billion.. By bringing your troops home and 
letting the allies supply the surface forces because they are well able 
to do it, and with that money that you save the Air Force and the 
missile people would need about $4 billion more and you would have 
infinitely better defense. 

Mr. Jupp. You think $4 billion would be enough to replace all our 
B-47’s with B-52’s and missiles? 

General Fetters. That is the need which the air people tell me— 
unofficially. 

Mr. Jupp. You say—and you are a practical man—that we could 
do this if we did not have the interservice rivalry. But we do have 
it. And you know there isn’t any chance of cutting it down. 

General Fetiers. I say nothing in their defense on the rivalry. 

Mr. Jupp. What will it cost us, taking into consideration the exist- 
ing factors? That is an existing factor. 

General Friiers. You would like to hold the budget as it is and 
increase—— 

Mr. Jupp. I want to know how much our budget would be if we 
depended only on ourselves and saved the $3 billion plus that is going 
for aid to allies. 

General Frviers. $10 billion for the Army and Navy and $22 
billion for the Air Force will do the thing, and that is $32 billion and 
that is saving nearly $10 billion. 

Mr. Jupp. Just how would you get the Air Force and Army and 
Navy cut down to that figure? That is a thing that you can write 
out. We can all sit down and write tables and diagrams and blue- 
prints. But, practically, what do you think Congress would have to 
pay for the defense that is necessary? How much do you think it 
would cost us? 

General Friuers. As I say, if you leave the Army and the Navy 
— the budgets they now have, you must increase your budget $4 

illion. 

Mr. Jupp. So what you would do is transfer the funds we are put- 
ting into mutual security 

General Fetuers. I would. 

Mr. Jupp. And you think that would take care of it? 

General Fretiers. Yes, sir; and I am not an airman, I want to say. 

Mr. Jupp. At several places in your statement you say that we must 
build up these bases in the Western Hemisphere. But the same 
reasoning would apply there as you say applies to NATO. You 
couldn’t count on Canada, Mexico, Venezuela or any other country. 

General Fetters. You can count on Canada. 

Mr. Jupp. Why? 

General Fritters. Because an attack on us comes over the polar cap 
and she will catch it just the same—she can’t be neutral. 

Mr. Jupp. Why can’t she decide, “We don’t want to be incinerated, 
this is a war between the United States and the Soviet Union, and 
we are going to be neutral.” ? 

General Freiiers. When those flights come over Canada she is in 
the war. Make no mistake about it. 

Mr. Jupp. Maybe she will decide to eliminate the DEW line in 
order not to provoke the Soviet Union. You will wind up with the 
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United States and Alaska. You will have attacks on us not just from 
the Soviet Union, but from Latin America and every place else in 
the world because without economic aid these countries are going 
to be taken over one by one, easily. 

General Fetters. Economic aid doesn’t necessarily keep a country 
from going communistic. Look at Iran. 

Mr. Jupp. I agree with you thoroughly on that, a full stomach 
doesn’t necessarily keep you from becoming a Communist; but it is 
much easier to become a Communist and listen to their propaganda 
if you don’t have anything in your stomach. 

General Frxiers. I disagree with that. The wealthy countries of 
Europe have gone Communist—have Communist influence just as 
strong as the poor. 

Mr. Jupp. You wouldn’t say the Communist influence in France or 
Italy isas great now as it was in 1947, would you ? 

General Frtiers. I would say the poorest country of Europe is 
Treland and she hasn’t gone Communist at all. 

Mr. Jupp. There are other factors there. 

I think there are countries that everybody agrees would have been 
under Communist control by 1948 ‘or 1949—Italy and France—if 
we hadn’t gone in and given them help and hope. Don’t you agree 
with that? Weren’t you over there? 

General Frtuers. Yes, I have been over there. You are assuming 
something. 

Mr. Jupp. Everything is a matter of judgment. Almost everybody 
who was there made that judgment. 

The thing that disappoints me in your presentation is that your 
whole argument seems based on “We can’t count on these countries 
to help us win a war with the Soviet Union.” But our first effort 
is to prevent a war. You give a preview of what it will do, but if 
we don’t prevent the war, there isn’t going to be any postview. What 
we need help on is how to prevent the war and if we were to adopt 
what you advocate, these countries would have no choice except to 
go over one by one by one—unless you believe that we should push 
the button if they move into Austria, push the button if they move 
into Iran, push the button if they move into South Korea or any- 
where else. Those countries have no adequate defense now against 
the Soviet Union and I didn’t get from your statement that you 
recommend that we push the button whenever they take over some 
country around the world—say Greece. Maybe you do, and if you 
do. I think you ought to declare that. 

General Frizers. May I say you are talking about bayonets and 
vou are talking about World War IT fighting and not the next war. 
The next war will be so different that it doesn’t make any difference 
whether the Turks or the Greeks have a good standing army or not. 

Mr. Jupp. I am not going to have a next war, General. 

I heard General Eisenhower, as Army Chief of Staff, tell us in an- 
other committee in April 1947, just what you have said here about 
the horrors of the next war. He understood it perfectly clearly. He 
said our problem in the next war, if we allow the world to deteriorate 
until it comes, will be how to hold the United States together for 5 to 
& days until we can mount our counterattack. Those were his words 
in 1947. He is perfectly aware of the dangers. We are trying to 
prevent that war. 
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The point is, we may not succeed if we hang together; but we are 
certain to lose if we don’t hang together, and therefore we take the 
former course as the course of least risk. 

If you allow these countries to fall one by one by one, as they will 
if we withdraw our aid—they will have no hope, nothing to do but 
surrender—we will stand absolutely alone. And then it seems to 
me that there is a certainty of the kind of war you describe, because 
all they will have to do is concentrate on taking us out. 

General Feiuers.That is all they have to do now. 

Mr. Jupp. No, we have bases in Okinawa and bases all around the 
world from which we can do them inacceptable damage. 

They can take us out now. Why don’t they do it? Because they 
know they can and will be destroyed from our overseas bases. That 
is the only reason you and I are able to sit here today in reasonable 
security—and yet you would have us give up those bases, and the 
countries where they are. 

General Freiiers. You must not maneuver me into the position 
of thinking I want to do away with aid so there will be a war. 

Mr. Jupp. No. 

General Feuiers. I want to do away with the kind of aid we are 
giving and money we are wasting so we can prevent a war. 

Mr. Jupp. You want to prevent a war and we want to prevent a 
war. 

General Fetiers. That is right, and the only way to prevent that 
war is for the United States to be stronger than the enemy. 

Mr. Jupp. But can we alone be stronger than the enemy ? 

General Freuiers. Not if you send all this money on foreign aid, 
we can’t. 

Chairman Morgan. The gentleman’s time has expired. 

Mr. Burleson. 

Mr. Burteson. No questions, Mr. Chairman. 

Chairman Morean. Mr. Fulton. 

Mr. Furton. We are very glad to have you here because this com- 
mittee is the crossroads of opinion and should be the place where 
opinions can be adequately stated, although many members might 
disagree with them. 

I think that you have given a very good statement, General 
Fellers. 

While I disagree with some points, there are other points that I 
think are good. 

With regard to the members of the Foreign Aid Committee, I 
would at least like to certify for the State of Pennsylvania to the 
high character of the men who are on the committee from our own 
State. Mr. E. M. Elkin of Pittsburgh, Pa., was with the Westing- 
house Electric Corp. and is now a consulting engineer and I have 
known him a long time asa very dedicated man. 

Mr. J. Howard Pew of Philadelphia is one of the heads of the Sun 
Oil Co. and is strongly interested in civic developments and has given 
much time and effort to help both the citizens of Pennsylvania, and 
our country. 

r. Henning W. Prentis, Jr., of Lancaster, Pa., is one of the top 
officials of the Armstrong Cork Co. and is likewise a high civie and 
business figure. 
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Willard F. Rockwell of Pittsburgh, Pa., chairman of the board of 
the Rockwell Industries, with plants and offices all over the United 
States. I know both him and his son personally. His son has been 
— of the Pennsylvania Chamber of Commerce. Willard 

kwell has been a special adviser to the U.S. Secretary of Defense. 
Various high level military officers are agreed on this presentation: 
Lt. Gen. George E. Stratemeyer, as well as Gen. Albert Wedemeyer, 
who disagree with others in our U.S. Military Establishment, have 
just as much experience. I believe the oer: 4 general who is here 
fore me likewise has experience because I was a naval lieutenant 
serving- under his command.in the Pacific at one.time in World War 


Mr. Zasiocki. Will the gentleman yield ? 

I don’t want it to be implied that I was questioning the high type 
civic character of the people from Wisconsin on that list. I believe 
they are a little misguided, but I do not question their right of opinion 
or impugn their motives. 

Mr. Futon. Mr. Chairman, how much time do I have? 

Chairman Morean. You have two minutes left, sir. 

Mr. Fuuron. I would like to point out your good comments, “The 
Citizens Foreign Aid Committee fully realizes the necessity for 
American air and space power.” 

It seems to me a question of difference of approach rather than a 
difference of basic method of protecting this country. One group 
starts with this country and says, “Stand more firmly on our country 
as a base and do less abroad and if you do it abroad expand our 
U.S. defense in the air and missile field.” That would be your 


up. 

The other groups say, “Put your defense not only on the defense of 
this country, but also on collective security.” 

At one point you say the history of collective security has not 
been successful and I would disagree with you. I would point out 
one of the greatest successful battles that saved our Western history 
was the battle of Lepanto in the Bay of Corinth in Greece in 1571 
under the Christian League, then under the leadership of Po 
Pius V. I ama Presbyterian, but I know what that good man did for 
this free world. 

Don Juan of Austria, age 27, was the military commander and 
worked with his half-brother, Philip II of Spain, and joined with 
Admiral Andrea Doria of Genoa aaa the fleet of Venice. They did 
a good job of collective defense and turned back the invasion of the 
peta after Nicosia and Famagusta, cities on Cyprus, had been des- 
troyed. 

That, to me, was a wonderful success. 

General Friiers. You are fighting a long time ago. Up to and in- 
cluding World War I, manpower won the wars. I believed in uni- 
versal military training in World War I. It was necessary then. 

This kind of war in the future is entirely different, and, as I tried 
to say in my paper, you cannot disperse your air power. It is indivis- 
ible. It has to be controlled centrally because you can pick it up and 
strike one place and then strike at another—you can’t parcel it out 
% “ry country and let those countries strike when they think they 
should. 
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Mr. Furton. I like your approach on the submarines as distin- 
guished from conventional weapons—especially nuclear, atomic sub- 
marines, and secondly, the missile and air power extension. I am on 
the new Science and Space Committee and I know how much effort 
we should be giving on missiles to keep even with Russia. 

That is all. Thank you very much for your civic and patriotic in- 
terest in appearing before the House Foreign Affairs Committee. 

Chairman Morean. Mr. Pilcher. 

Mr. Pircner. Thank you, Mr. Chairman. It is just a little bit 
refreshing to have somebody who at least disagrees with this pro- 
gram. This committee is not used to having gentlemen like you. It 
is all on the other side and that is why you are causing such a com- 
motion. 

I may not agree with you on all these reports. I know I am not 
an isolationist, but I do agree with you about 90 percent on your 
military stand. I don’t think arming these little countries in South 
America and the Far East has contributed one thing to stopping in- 
ternational communism or the defense of this country. 

That is all, Mr. Chairman. 

Mr. Funton. Would you yield? I would ayree with you on Latin 
America, that we should look the programs over closely. The $100 
million for military aid should be checked to see whether the United 
States is simply supplying a possible fratricidal war or whether it is 
really for the defense of the Western Hemisphere. 

Chairman Morgan. I think you should reexamine your figure. 
There is about $96 million in this bill for military aid for Latin 
America. 

Mrs. Church. 

Mrs. Cuurcu. Thank you, Mr. Chairman. 

I think first that I would like to pay tribute to the integrity and 
patriotism of those members on your committee who come from TIli- 
nois. I am sure that they rate with those previously mentioned from 
Wisconsin and Pennsylvania in being excellent Americans and I am 
glad to have them represented here. 

Whether or not one agrees with everything that you have said, I 
would concur with Mr. Pilcher that it is refreshing to have a minority 
point of view expressed here, and I rather think, General Fellers, and 
also Mr. Harnischfeger, that you deserve a medal for courage. 

It is not easy to come before a committee which has been well sup- 
plied in advance with information with which to combat your state- 
ments; nor is it easy to come before a committee which has a strong 
desire to improve the program, but which perhaps has developed 
somewhat of a fixed mind as regards that program. 

I personally cannot fully agree with you but I am inclined to think 
that this committee needs more such frank statements of opinion. 

I would like to go back once more to the phrase that I so often quote, 
“There is more faith in honest doubt.” We need to have expressed 
here such honest doubt, in order that we can make the program more 
effective. 

We must somehow come to grips with the question of why this pro- 
gram has not been more effective. I welcome very much your state- 
ments. I think, General Fellers. as often, that you have been challeng- 
ing. Those who come here or those who try to express an opposition 
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to parts of the program are handicapped, because one almost has to 
be an expert in this line, or at least be well versed concerning the long- 
established program, in order to have the facts upon which to present 
an adequate case. i “ 

Though I repeat that I cannot completely agree with your findings 
and proposals, I am glad that you came.. Going back to Mr. Pilcher’s 
statement, it is refreshing to think that someone will come and express 
an honest if different viewpoint; and, as far as I am concerned, I hope 
that more and more will continue so to come. 

After all, a committee is not set up to take one point of view and 
hold to it without listening to the challenge of those who have the 
courage to disagree. 

Thank you, Mr. Chairman. 

Chairman Morean. Mr. Coffin. 

Mr. Corrin. Thank you, Mr. Chairman. 

General, would you address yourself to this question: Do I under- 
stand that you would urge, if you were in a position of authority, the 
withdrawal of our ground forces from our overseas bases ? 

General Feuuers. Is that the question ? 

Mr, Corrin. Yes. 

General Fretxers. Yes, I would. It would have to be done grad- 
ually. They would have to be replaced. 

r. Corrtn. Replaced by——— 

General Fruuers. The et er of Europe have a 50 percent 
larger —— than the United States and there is no reason in the 
world they shouldn’t provide surface forces. 

Mr. Corrin. You have answered my question as to what your in- 
tent 1s. 

Now, if we were to announce this as our policy now, what do you 
think the effect would be on the countries of Western Europe? 

General Fetters. I think it would be very stimulating for them and 
they would get some troops of their own. 

Mr. Corrtn. Do you think this would strengthen us as we approach 
the Berlin foreign ministers negotiation ? 

General Frtires. Yes, sir, Ido. I do. 

Mr. Corrtn. Do you think this would be an indication that the 
United States was going to be firm about Berlin? ? 

General Frtuers. I think it makes no difference to the Russians 
whether we have five divisions in Europe or we have none. 

Mr. Corrin. My question is, what about the West Europeans? 
What would their reaction be? 

General Fetiers. May I answer it this way: 2 years ago I was in 
Germany and a newsman asked the mayor of Stuttgart if he wasn’t 
terribly concerned about the Russian threat and he said no. 

The newspaperman was a little bewildered and he said “Why not?” 

“Well, we were disturbed about it and we struck Russia and you 
prevented us from winning the war and we are going to let you worry 
about it now,” and that is the attitude in Europe and make no mistake 
about it. They want us to pay for this thing and they want us to 
furnish the men. 

It is high time; their economy is flourishing amd why shouldn’t 
they do it? Our economy is tottering. 
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Mr. Corrin. Do you know of any responsible leader in Europe, 
either military or civilian, or journalist, who would echo these senti- 
ments : Who would say the United States should withdraw its 
troops 

Sennen Feiiers. I know some men in the Pentagon who would 
say it, but they would get fired if they said it. 

r. Corrin. I refer to European leaders. Civilian, military, or 
journalistic. 

General Fetiers. Oh, yes; plenty. Yes, sir. 

Mr. Corrin. Who? 

General Friiers. I couldn’t, name them offhand, but I think there 
are plenty. 

r. ZaBLocKI. Could we get the names for the record ? 

General Freiuers. The Chicago Tribune has several men over there 
who would be in favor of pulling out the troops. 

Mr. Corrtn. I am not interested in the Clicage Tribune; I am in- 
terested in European leaders. 

General Fetuers. You said our correspondents, did you not? 

Mr. Corrin. A European journalist. 

In fairness to you I have to press on with another question, but I 
wish you would submit it for the record. 

Mr. Harniscurecer. Can I answer that? 

Mr. Corrtn. If you have time after answering this question to which 
I will address myself. 

(The following letter and memorandum was subsequently sub- 
mitted for inclusion in the record :) 


CrrizENs Foreren Arp CoMMITTEE, 
Washington, D.O., May 4, 1959. 
Hon. THomMas BE. More@an, 
Chairman, House Committee on Foreign Affairs, 
Washington, D.C. 


My Dear Mr. CHarRMAN: At the hearing before your committee on Monday, 
April 20, Mr. Coffin asked me “Do you know of any responsible leader in Europe, 
either military or civilian or journalist, who would echo these sentiments, who 
would say the United States should withdraw its troops?’ The reference to 
our troops applies to our five divisions in Germany which the Citizens Foreign 
Aid Committee has recommended should be gradually withdrawn and replaced 
by European troops. 

My reply to Mr. Coffin was that I was sure there were those who objected to 
our troops in Germany but that “I couldn’t name them offhand.” 

In the transcript for Monday, April 20, on page 2410, a space has been re- 
served for my reply. 

Following the April 20 hearing, I immediately requested this information from 
a source in Europe but as yet I have received no reply. The attached proposed 
insert is from the limited sources available to me in this country. If, however, 
I should have additional material, I propose to send it to you and members of 
the committee as I doubt if it can be inserted at a later date. 

May I take this opportunity of thanking you for the courteous reception and 
the keen interest which you and your committee extended to Mr. Harnischfeger 
and me at our recent hearing. 

Sincerely yours, 
Bonner FELLERS, National Director. 


{Enclosure} 


Raymond Cartier, a writer for the Paris Match, has frequently indicated that 
our troops in Germany and France should be withdrawn. 

Those who have advocated a neutral zone for Europe, advocate withdrawal 
of Russian troops from East Germany and of American troops from West 
Germany. This program has many supporters, both in Europe and the United 
States. 








MUTUAL SECURITY ACT, 1959 981 


Both Norway and Denmark have refused to accept American troops. France 
pag wanted American garrisons and only service elements are now stationed 
n France. 

The New York Times on Monday, May 4, reports: “The rising volume of 
U.S. weapons in the arsenal of Western Europe has become a_ source 
of grave concern to British defense and procurement officials.” The British 
feel that the United States is capturing a large arms market which should 
rightfully belong to British weaponmakers. The article concludes, “The big- 
gest lost customer of Britain was said to be West Germany, which is taking 
U.S. aircraft, tanks, and missiles under the ‘extremely favorable terms 
of the military air program.’” While nothing in this article indicates 
the British would like our troops to leave Germany, the fact that American 
troops are stationed there naturally influences the desire for standardization 
on American equipment. It would appear that one is safe in assuming that the 
ee prefer the European arms market to the five American divisions in 

ermany. 

Shortly after General Eisenhower took command in Europe, he made the 
statement that American troops could be withdrawn in 2 years. It was then 
our policy not permanently to garrison Europe. Recently, however, proponents 
of foreign aid appear to endorse the concept of permanent American garrisons 
overseas. This is reflected clearly in Gen. William H. Draper, Jr.’s address on 
mutual security at the Chamber of Commerce breakfast, April 28, “The free 
world’s farflung defense perimeter is manned jointly by allied and U.S. forces.” 

Of foreign aid, Chinese born author Lin Yutang states: 

“The foreign aid program of the United States, as an instrument for checking 
Communist onslaughts, is futile. The Communist threat is immediate; foreign 
aid cannot raise the standard of living of Asia in less than 30 to 50 years. 
Most dangerous of all, foreign aid creates the self-delusion that you can buy 
friendship with dollars. It is easier to give away dollars than to try to under- 
stand what the other man is thinking, but poverty must be solved by continuous 
efforts over decades by the Asian countries themselves, not by some nation 


throwing around millions of dollars” (p. 236 ff., as condensed in Reader’s Digest, 
for March 1959). 


Mr. Corrin. You have said at page 17 of your statement, Mr. Har- 
nischfeger, that the illusion that our aid abroad strengthens econo- 
mies has been officially blasted and you quote a Mr. C. Tyler Wood 
who was former economic coordinator in Korea, and you stated that 
he said that— 


among the false beliefs it was necessary to sweep away was “that economic 
development and rising standards of living produce political stability.” 


And you continue— 


“Those who have studied the question * * * know that the effect of economic 
development is often * * * precisely the opposite.” 


Now, did you read Mr. Wood’s statement prior to putting it in this 
presentation ? 
Mr. Harniscurecer. I did not. 


Mr. Corrin. Let me read the complete statement, Mr. Chairman, 
to correct the record. 


In this address which he made on December 27 to the American 
Economic Association, he stated : 


The first of these misconceptions is that economic development and rising 
standards of living produce political stability and guarantee rapid progress to- 
ward democratic institutions. This proposition is now generally discredited 
among thoughtful, and experienced people, but it is amazing how often the 
concept recurs in discussions and speeches. Those who have studied the ques- 
tion or have had experience in some of the lesser developed countries know 
that the effect of economic development is often and in fact is more likely at the 
outset to be precisely the opposite of that claimed. 

One of the reasons why this belief is so harmful is that great numbers of 
people upon whose understanding and support the continuation of the foreign 
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aid program depends reached the conclusion that the program is a failure be- 
cause in some countries where it is operating there are serious and violent po- 
litical disturbances and in others generals and armies are taking over and sus- 
pending constitutions and canceling out the holding of planned elections. 


And there are his concluding two sentences : 


Of course, thoughtful people who deal with these questions do not rush to the 
conclusion that our aid programs should therefore cease to assist other countries 
to achieve economic development and higher living standards. It can properly 
be held that the ultimate achievement of responsible, stable, dynamic societies 
based on widespread understanding and consent of the members of those socie- 
ties is improbable without economic development and rising living standards 
whatever the immediate consequences of starting the process of such develop- 
ment might be. 

Now, I think you can see that the brief excerpt which was put into 
your statement is by no means a fair representation of the import of 
this remark. I wouldn’t say that yours is wholly false, but I would 
say the impact of your quotation is 180 degrees different from the im- 
pact of the complete quote. 

Wouldn’t you agree? 

Mr. Harniscurecer. Well, I will go on this fundamental premise, 
and that is, I think it is very unrealistic that we in America with 6 
percent of the population believe that we can support 

Mr. Corr1n (interposing). Mr. Harnischfeger, my question 

Mr. Harniscurecer. I think it ties in with a fundamental. 

Mr. Corrry. My question is, Don’t you agree the statement you have 
made is 180 degrees different from the statement which I read? 
Whether you agree with either one doesn’t matter. 

Mr. Harniscurecer. What I mean is, under certain conditions if 
you quote one statement in a man’s talk, while you might not get the 
complete version of the whole thing—assume that is what you are 
trying to say and from a theoretical standpoint I will agree with you, 
but from a practical standpoint the point that I tried to make, and 
that is that basically in my own experience in different areas of the 
world you cannot build up an underdeveloped people who haven't 
got the educational standards and all of the things that are required 
to build up a civilization by just taking X billions of dollars and 
tossing them around the world as we have endeavored to do. 

Mr. Corrr1n. I thought you were against the project that we have 
in Liberia to establish an educational institution. 

Mr. Harniscurecer. I merely say you should do first things first. 
In other words, when this country was founded, you didn’t have all 
of the institutes of higher learning that you have today. You prob- 
ably had a relative few; you had a much stronger people to start with. 

Now, you take Germany in the rehabilitation. One of the most 

henomenal things that ever happened in the history in 10 years— 
ut that wasn’t all due to foreign aid—it was due to a lot of self-help; 
it was due to stabilizing their monetary system. 

Mr. Corrrxn. Wouldn’t you say it was partially due to the Marshall 
plan aid given? 

Mr. Harniscurecer. Partially, yes, sir; but what I am trying to say 
is that you have a standard of education and background that is en- 
tirely different in that country than when you get into Thailand or 
Indonesia or what have you. 

In other words, if you read Mr. Hollister’s report on the problems 
of Indonesia; sure we got the Dutch to move out of Indonesia, and 
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then we are moving millions in there with people who haven’t got the 
mental capacity even to supply the supervision and they even have 
asked for American clerks and fundamental administrators—— 

_Mr. Corrrn. I would agree with the point you are making, that in 
giving aid to countries we have to take into consideration the level of 
their administrative corps and the ability of the people to administer. 
This is a sound principle and I don’t think anyone in this room would 
disagree. 

Chairman Morean. The gentleman’s time has expired. 

Mr. Adair. 

Mr. Apatr. Mr. Chairman and gentlemen, let me add my voice to 
those who have expressed appreciation for you gentlemen coming here 
today. I think it is most valuable and important that we get all views 
possible ~ pes this program. 

Some of us have been concerned in the past because in recent years 
the program has been presented to this committee and the Congress in 
very much the same pattern, year after year. We think it represents 
a lack of newness and freshness of thought. 

I further appreciate the difficulty that you gentlemen may have 
had in assembling facts and figures because of security classifications. 
That is a difficulty which is met by people, many people who want 
to make a study of this program and I think it should be pointed out 
because time after time people who do want to get into the details 
of this matter are confronted with security regulations which do not 
apply against those who are the proponents of the program as it 
now exists. 

Now, do I understand you—and I think it was Mr. Harnischfeger 
who said this—that while you are in opposition to the program as 
a whole, that if specific instances are pointed out where our country 
ought to lend a hand, that you are of the opinion that we should 
study those instances and if the situation requires, we should give 
them a hand? 

Mr. Harniscurecer. I agree with that and I would go one step 
further. In other words, I think there is a way of stimulating more 
effort on the part of American industry by, for instance, passing the 
Boggs bill where automatically you would take the talent that is 
available in the outposts of our own nationals and build up a great 
many areas that still can be built up. 

Another matter that I have always advocated, and that is if we 
really want to be so darned liberal, why don’t we go to work and 
reinsure credits the same as the Germans and the same as the British 
and the same as the Canadians? Because, don’t forget one thing, in 
an underdeveloped country, credits are more important than any- 
thing else and if we had a reinsurance program on credits within 
reason—I don’t believe in going wild on this—like under the German, 
British, and Canadian scheme—the manufacturer participates and 
takes a certain risk, so that you don’t insure a lot of wild schemes 
if you want to sell plows in India, instead of giving everything away, 
why not send a few American plows there and sell those through 
private industry under a long-term agreement rather than to go to 
work and set up an impossible bureaucracy to spend $4 billion an- 
nually ? 

I had a friend who spent $1 billion during the war and he says 
he never knew how difficult it was to organize to spend $1 billion. 
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Mr. Aparr. Mr. Harnischfeger, what I am trying to get at is that 
you and your committee are not saying, “We are just going to sever 
all relationships, all commercial intercourse, all things of that sort, 
all friendly person-to-person dealings with other nations,” but you 
are just asking us to take a long hard look at this program? 

Mr. Harniscurecer. That is right. 

Mr. Apatr. From your own observation throughout the world and 
from the study made by your committee and the staff, would you 
say that in recent years this program has been making friends for 
the United States? 

Mr. Harniscurecer. I couldn’t say that. I agree with General 
Fellers that when you give a man something and you don’t make 
him a participant in the ability to produce, why you don’t get a 
friend—it is like when you give a friend some money you are better 
off to take a note and sure, if later on you want to have a reason for 
cutting it down some, that may be another subject, but I think we have 
been entirely too promiscuous and as far as being an isolationist, well, 
I am spending a oe days here at the International Chamber and we 
are getting business people from all over the world who are trying 
to help to solve some of these problems. 

I thoroughly agree that you have to revise this program by evolu- 
tion because basically America cannot be an isolationist, but when 
you are confronted with a $12 billion deficit it is time to reduce 
expenses. 

fr. Apatr. Then it is time for a little evolution? 

Mr. Harniscurecer. You are damned right. 

Mr. Apatr. General, there are proposals made to separate the mili- 
tary and economic portions of this program. That is perhaps to put 
the military in our own domestic military program. 

Would you comment on that? 

General Friiers. Yes; I would be happy to. 

If the military were given the authority to finance a base some place 
overseas that it feels is essential, I believe if they were to take that 
money out of their own budget, then it would be a serious thing and 
they wouldn’t do it unless it was essential. I think that part of it is 
sound, in a limited way. 

Let the military—if the Air Force wants a base in Okinawa and 
they are willing to take out of their own budget, if they think it is 
necessary, OK. 

Now, what was the other part of that question? 

Mr. Apatr. Well, that was all. Whether the economic and mili- 
tary should be separated and the military put in with our general 
military budget. 

I think you have answered it. 

Now, a final question if I have time, Mr. Chairman. During the 
time that I have been in the committee room today no mention has 
been made of the effects of funds created under the operation of 
Public Law 480. Has your committee made any study of those funds 
or have you concentrated entirely upon the mutual security ? 

General Friuers. Is that Development Loan? 

Mr. Apart. No; disposal of surplus agricultural products. Have 
you made any study of that? 

Mr. Harniscurecer. We haven’t gotten into it, but I am giving 
a talk before the U.S. Chamber and that is going to be one of my 
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points in arriving at the conclusion: If we have to be more liberal, 
certainly it makes more sense to find some way of getting this $7 bil- 
lion reserve in crops, which will deteriorate and probably even a lot 
of it go to waste, to finally get it into the international economy. 

I am not unmindful that you have a lot of problems where the 
State Department starts yer. you, to the effect that we are break- 
ing the markets. Well, I don’t know. I think it requires the study 
of a top committee—it has been studied. I am not unmindful, but 
I am in agreement that if you have to give something, so to speak, 
to keep a nation from going communistic, well, you better find some 
way to sell those surplus agricultural products at a lower rate or 
on a long-time basis, even if you don’t collect all of it, rather than 
to let them go to waste here, or taking additional billions out of our 
Treasury and disbursing them around the world. 

Mr. Apatr. Thank you, Mr. Chairman. 

Chairman Morean. Mr. McDowell. 

Mr. McDowe tu. Thank you, Mr. Chairman. 

General Fellers, you have indicated that you think we should with- 
draw from many of our forward bases in Europe and Asia and in 
the Pacific. 

Do you believe, as Mr. Harnischfeger has indicated, that free en- 
terprise as such in these areas could maintain those bases? The SAC 
bases, for instance, without any support from foreign aid or the 
military budget ? 

General Fetters. My remarks were addressed two ways. 

First, I do not think we need to garrison Europe when their popu- 
lation is 50 percent larger than ours. 

Mr. McDows x. Do you believe we should dismantle these SAC 
bases ¢ 

General Feiiers. There are two parts to this. You said withdraw 
troops, I think. 

Mr. McDowe tu. That seems to me to be the same thing. 

General Friuers. The overseas bases are not in continental Europe. 
Our strategic bases are not in continental Europe, except Spain. Ex- 
cept in Spain, there are no strategic air bases in continental Europe. 

r. McDowetu. How about north Africa ? 

General Fetters. They are in north Africa and the Pacific. The 
Azores and Iceland, but there are no strategic bases in Europe except 
Spain. 

New, those bases were priceless for the B-47 because the B-47 is 
not a long-range intercontinental bomber and they have served a 
very great purpose and we should hold onto them. By all means, 
hold onto them. ; 

But I do doubt once a war starts there will be more than one mission 
flown off of them. I think they will be destroyed. 

But I am not talking about taking the garrisons away from our 
own bases overseas. I am talking about the troops in Germany. 

Mr. McDowe.u. General, do you not believe it is necessary for 
us to maintain the 250-odd bases we now have? _ 

General Friuers. No; I didn’t say that. I said I was in favor of 
withdrawing the troops from Europe. That is not a base, it is a 

rrison. 

Me. McDoweE tu. Well then, bases and garrisons, many of them, are 
maintained on foreign soil. Is that not true? 
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General Feuuers. Yes, sir, that is right. 

Mr. McDowe tt. Then if we should adopt the policy which it seems 
to me you are advocating, which eventually certainly has every sem- 
blance of isolationism, and “Fortress America” then how are we going 
to expect those countries to maintain those bases themselves? What 
reason would there be or encouragement for them ¢ 

General Fretiers. I am talking about the garrison being withdrawn 
from Germany. Not our own troops defending bases. 

Mr. McDowe t. If we withdraw our troops from Germany, do you 
then expect West Germany, for instance, to replace those troops? 

General Feriers. Certainly I would, and they are doing it too. 
They are building 12 divisions. 

Mr. McDowett. You would expect the same thing would happen 
in Greece, Turkey, Iran and Pakistan ? 

General Fetters. We have no troops or bases in Greece and Turkey. 

Mr. McDowetu. Well, there is some contrary testimony, General. 

General Fetters. That we have bases in Greece and Turkey ? 

Mr. McDowe tt. Well, not bases, but certainly that the military 
alliances that we have there under NATO and the Baghdad Pact are 
just as important to the defense and the mutual security of this coun- 
try as they are to the mutual security of those countries who are 
signatories to those pacts. 

Now, if we at one time adopt the policies which you are advocating, 
then it seems to me at the same time we renege on the alliances we 
have entered into. 

General Fetters. There is nothing in the Atlantic Pact which says 
we keep troops in Europe. 

Mr. McDowe tt. You believe it would be possible for us to with- 
draw our troops from these foreign bases and to become Fortress 
America and at the same time maintain the same foreign policy rela- 
tionships with these countries that we have at the present time? 

General Frtiers. General Eisenhower himself said when he went 
over to Europe that within 2 years we would be able to bring our 
troops home. It was never intended this would be permanent. 

Mr. McDowe tt. How long ago was that ? 

General Freiiers. That was when he was over there in 1949, 1950, 
1951 and 1952. 

Mr. McDowe tt. That is all, Mr. Chairman. 

Chairman Morean. Mr. Curtis. 

Mr. Curtis. Thank you, Mr. Chairman. 

General, some people justify this military aid program as a means 
of stopping aggressive expansion of the Soviet bloc nations. History 
seems to show that they have a tendency to expand. They probe, and 
if there is a weakness around their periphery, they flow in if they can. 

You think this military aid program has not been effective in build- 
ing a dike against that process? 

General Fetiers. I think that the restraining force that kept 
Russia from going into Europe—assuming she wanted to go, I don’t 
know that she did—was the strategic air force at Omaha, Nebr. 

Mr. Curtis. And you don’t think that the military aid program has 
been effective in helping to contain that expansive force? 

General Fretiers. Oh, no, sir; I don’t. It is too small. 

Mr. Curtis. You approved of our being unprepared for Korea? 
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General Fre.iers, Well, that is a long story. We did some things 
in Korea 

Mr. Curtis. You were quite close at that time, weren’t you? You 
had been out in that area ? 

General Fetters. I know that area, yes. 

Mr. Curtis. Did you approve of our using force against that inva- 
sion of South Korea? 

General Frevuers. Yes, but I would have done it another way. 

I think in the first place if we hadn’t ruled it out as part of our 
defensive perimeter there wouldn’t have been a war. 

In the second place, I think if we had said South Korea is under 
the Monroe Doctrine, there wouldn’t have been a war, but we didn’t 
say that, 

Then when the war came, I think we should have fought it entirely 
from the air. 

Mr. Curtis. Don’t you think it would be very easy for Soviet expan- 
sion if we didn’t have collective security and if we let nature take its 
course as to their nibbling process ? 

General Fetters. I am not objecting to these treaties, such as 
eon What I object to is taking more than our share of responsi- 

ility. 

Mr. Curtis. I thought you objected to the whole concept of collec- 
tive defense. 

General Fretuers. Collective defense historically has not been the 
success they claim it is today in the administration. That is a matter 
of history. 

Mr. Curtis. Aren’t there really two problems? One is how to fight 
world war III and the other is how to contain expansive communism 
in the meantime. 

General Fetters. Yes, sir, and the way to fight world war III is to 
be able to destroy Russia and then the war won’t come. That will con- 
tain Russia. 

Mr. Curris. And don’t you think other policies might be needed 
in the meanwhile to contain this Soviet expansion ? 

General Fruvers. I think that a deterrent is only a force which 
punishes the enemy and you cannot punish the enemy with ground 
forces containing Russia. It is too big and they outnumber us on the 
ground and always will. 

Mr. Curtis. You don’t think it is a deterrent to have a shield force 
so that the Communists are going to have to make a show of force 
and advertise before the world that they are ready to go to war, 
instead of just flowing in unimpeded ? 

General Frtiers. No, sir. This next war is going to come out of 
the Soviet Arctic over the polar cap and there will be no invasion of 
Europe. 

Me Curtis. I am not talking about the next war, General, I am 
talking about minbling expansion from month to month by the Soviets. 

General Frevters. You feel our military aid will prevent that? 

Mr. Curtis. I.am asking you, sir, whether you think a military 
shield doesn’t require them to make a stronger decision before they 
can go ahead ? 

General Fr.uers. I don’t know where there is a shield. Twenty- 
one divisions in Europe are not a shield. 
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Mr. Curtis. Don’t you think it will make them think, and slow up, 
and bring the thing to a head before they just go ahead? 

General Fretiers. I think that the strategic air force in Omaha 
is the thing that slows them up. 

Mr. Curtis. And you don’t think our forces in West Berlin have 
— in saving the freedom of West Berlin for the Western 

or 

General Fetters. Yes, I do, but that is not a military problem; 
that is a political problem. 

Mr. Curtis. If you had your way, you would have brought them 
back some time ago? 

General Fretuers. I would have had them replaced by Europeans. 
I don’t think it is the business of Americans to garrison Europe. 

Mr. Curtis. You would do that right now ? 

General Frruers. I said gradually I would as they are replaced, 

eS, sir. 
: Mr. Curtis. Now, let us turn to the other phase of our foreign aid 
effort, and that is economic aid, which some people justify on the 
ground that it is a shield not against actual expansion, but against 
subversion and infiltration and penetration. 

You don’t think that our economic aid tends to have countries 
aided turn to us rather than turning to the Soviets and getting under 
the influence of the Soviets? 

General Fetters. Well, you can’t provide troops and spend $70 
billion and not have some good, of course. 

Mr. Curtis. Well, how about our economic aid and development 
loans and all that? If these other countries could turn only to the 
Soviets, wouldn’t we be worse off than if they can also turn to the 
free world ? 

General Fetters. I am not disturbed about the Soviets being so 
much help. In the first place, they have no compassion in them and 
in the second place, they have never been able to feed their own people. 
I am not too concerned about their giving great largesses to somebody 
else. 

Mr. Curtis. They made pretty good expansion and infiltration into 
Red China. 

Were you still in the service at the time Red China fell ? 

General Fetuers. No, I wasn’t in the service then. 

Mr. Curtis. Well, we want to stop that sort of thing if we can. 

General Fetters. Of course. Wecould have stopped the Red China 
show. Itdidn’t have to happen. 

Mr. Curtis. Russia lent strength to the people sympathetic to her 
ways, and we didn’t at that time. Is that what happened ? 

General Fritxrs. The reason China fell is because we deliberately 
prolonged the war so Russia could come into the war in the Pacific. 
She goes into Manchuria; she gets the equipment of a million men 
from the Japanese, turns it over to the Russian Communists and that 
is how we lost China. 

We had a chance to stop that war before Russia come into it. 

Mr. Curtis. General, I agree with a whole lot of what you say, but 
I don’t agree with your fundamental conclusions that we ought to 
clamp down on foreign military aid and foreign economic aid. ank 
you, Mr. Chairman. 
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Gheirman Moran. Mr. Murphy. 

Mr. Murpeuy. Mr. Chairman, I would be happy to yield to Mr. 
Zablocki. 

Mr. Zastocki. Thank you. I appreciate the gentleman’s offer of 
his time since I have to leave in a few minutes. 

General, so you maintain that the 250 bases around the world are 
not a deterrent to Soviet communism ? 

General Fe.uers. I said no such thing. 

Mr. Zasvtocki. You did not imply that they are not a deterrent ? 

General Frexiuers. I didn’t say they were not a deterrent. I said I 
was in favor of —e the garrisons from Germany. 

Mr. Zasiocki. Do you believe we ought to continue our interest in 
the 250 bases ? 

General Freiers. Yes, sir. 

Mr. Zastocki. Is it not true that the only way we can retain these 
bases is by assisting those countries militarily and economically ¢ 

General Fetters. I wouldn’t say that. 

Mr. ZasLocki. How can we expect the bases to remain operative? 

General FELLERS. Do we expect pay when we bring European 
troops over here for training? Do we expect to be paid for it? We 
do it free. Why can’t they do something for us free ? 

Mr. Zastocki. Well, if am very happy to have you agree that the 
250 bases—— 

General Fetters. Well, I never said any such thing. 

Mr. Zastocki. Are the NATO forces a deterrent to a Russian at- 
tack of Europe ? 

General Fetters. The surface forces in NATO are not. 

Mr. Zaxstocki. General Fellers, on page 23 you state that “not any 
of our allies anywhere on the globe have what might be called an in- 
dependent military capability against the Soviet.” 

General Fetters. That is correct. 

Mr. Zasiockt. Further you state— 
as of today our strategic air force enjoys a margin of supremacy, but unfortu- 
nately we have not yet achieved space ascendency. 

And I gather from that particular portion of your statement that 
our Air Force strength and intercontinental ballistic missile strength 
does not compare with Soviet Russia and therefore does not serve as 
a deterrent. 

General Frtiers. No, I said we had not achieved space ascendency. 
That applies to missiles. 

Mr, Zasiockt. Just why hasn’t Soviet Russian attacked the free 
world if the military posture is not a deterrent ? 

General Fr.iers. I can’t say why the Kremlin doesn’t make a war. 
I can tell you what would be the only deterrent available in the world 
today if he does fight and that is our strategic air force. We don’t 
yet have the missiles ready to do it. 

Mr. ZasLocki. On page 2 you enumerate Korea and Formosa as ex- 
amples of certain areas where we could give assistance. In reply to 
an earlier question you thought perhaps Turkey and Greece would 
also be included. Would youinclude Vietnam? 

General Fretuers. It depends on the situation at that time. In our 
committee we came to the conclusion the program should be ter- 
minated in 3 years. Then we made these exceptions to go beyond the 
38361—59—pt. 4 —15 
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3 years. If you say right now what we ought to do, I think the most 
that a country like Vietnam needs is a constabulary, a police force. 

Mr. Zasrocki. Do you believe a constabulary force in Vietnam 
would be sufficient to repel an attack from the Viet Minh. 

General Fetter. I don’t know the situation well enough, but I 
don’t believe we can go on financing armies in every country in the 
world. 

Mr. Zasiocki. Wouldn’t Vietnam be inviting an attack, having 
only a constabulary force ? 

General Fetter. It is very difficult to say who is going to attack 
someone. 

Mr. Zastockr. You don’t think the Viet Minh would exploit such 
an opportunity ¢ 

General Feiiers. I don’t know. I don’t know. 

Mr. Zastocki. There is sufficient evidence that they would. The 
Chinese communists have moved in Tibet. 

General Frtters. If there is evidence that they will fight and if 
they are threatened with invasion, we have in our study that we would 
help them. 
ames ZaBLOcKI. Would it be to our disadvantage if we lost southeast 

sia 

General Fetters. Oh, yes. But communism is not a question of 
real estate necessarily. 

Mr. Zasiocki. The resources there are very vital. We are not self- 
sufficient. 

General Fetters. Oh, yes, we are. The Western Hemisphere is 
self-sufficient. 

Mr. Zastocxr. I wouldn’t want to see us without the supply of 
natural rubber for any length of time; certainly not during time of 
war. 

General Fretuers. It has been determined the Western Hemisphere 
is self-sufficient. 

Mr. Zastockt. Where is rubber grown in the Western Hemisphere ¢ 

Mr. Harniscurecer. In Brazil. 

Mr. Zasiockt. Sufficient to meet military demands? 

Mr. Harniscurecer. Your synthetic rubber is doing everything to- 
day that natural rubber does. 

n the early stages of synthetic rubber development, there was a 
problem, but, today we might not be providing adequate capacity for 
synthetic rubber plants in America, and while we are overextending 
ourselves all over the world, it could be, when we need vital capacity 
to produce synthetic rubber, we won’t have it. 

Mr. Zasiockt. Let me put the question this way then: Is it not to 
our advantage to have the resources available rather than Soviet 
Russia having those resources ? 

Mr. Harniscurecer. I would like to make one point. 

Mr. Zasiocki. Don’t you think it would be a terrific advantage for 
Soviet Russia if she had those resources? Why don’t you answer my 
question ¢ 

Mr. Harniscurecer. I will answer this way: I have been in the 
machinery business for 46 years. One of my competitors is General 
Electric. If I wanted to run General Electric out of business I would 
go busted. ; 
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Now, here the United States has certain basic resources that we 
know we can rely on, and instead of utilizing those resources, plus 
those in the Western Hemisphere, to the maximum, we are dissipating 
our resources all over the world and certainly 6 percent of the 
population cannot carry 94 percent of the free world. 

Now, there is your basic philosophy. 

This gentleman down here asked a question whether in regard to 
the military—well, I used to be on the National’ Defense Committee. 
I was among the first civilians who went into Germany after the war 
and I could relate some very important questions. I have a very 
good friend who was at the head of the United States Steel Co. of 
Germany. He was not a Nazi. One of the most capable men in indus- 
try I have ever known, and he told me this story. 

He said Hitler called him in seven times during the war and he 
told Hitler that Germany did not have the industrial potential to ac- 
complish what Hitler wanted to accomplish. 

I say to you and the Congress of the United States and Ike, that 
America has not the industrial and economic potential to accomplish 
what we are trying to accomplish, without breaking us down in the 
process and bringing about chaos. 

I will make one further statement. In my visit abroad, I had a 
very able competitor in Germany who had traveled all over the world, 
who knew world economics a damned sight better than most of us do. 
And don’t forget the Germans weren’t too slow. Many of these 
bombs, the missiles, and the atomic items, were developed there, so 
they had some brains in that area, And he made this statement. He 
said there were two wars fought against Russia. One was fought b 
Napoleon and the other one was fought by Hitler. They were bot 
lost because of long supply lines and because of climatic conditions, 

This was before , pet He said in the next war the United States 
+ pe carrying the ball. But he says,.“It is going to be fought in the 

ar East.’ 

And he says, “Your supply lines are a hell of a lot longer than ours 
were,” and, No. 2, he emphasized, “If you want to fight on the ground 
in the Tropics, you are just as dead as a dodo, as we were outside of 
Moscow.” 

Now, I say to you gentlemen, I come back to my original concep- 
tion: When you are in business, you have got to have an objective, 

Now, the United States has got some extremely capable people and 
that is our stock in trade, but if you diffuse that ability on a global 
basis, and they are starting to talk, “Well, how are we going to co- 
ordinate all these people in the Far East?” If it is going to be an 
atomic war, do you think we will have time to get permission from the 
Prime Minister of England to use the base? 

Do you think perhaps that all of these allies in the Far East can be 


coordinated overnight by a wire coming from Ike saying, “We are 
ready to fight now, jet's move into the picture.” Do you think that will 
work? 


Personally, I think our concept is not realistic. 

Mr. Zarvockt. I marvel at the way you have evaded answering my 
question, but. I can only conclude that you agree with me that it 1s in 
our interest and in the interests of the free world that Communist 
Russia be prevented from getting these resources. 
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In your own business, I am sure you don’t throw a contract GE’s 
way if you can help it or you wouldn’t be long in business. ‘ 

cot NTN ARNE Well, I don’t know. It would have to produ 
a profit. 

r. ZABLOCKI. Maybe you don’t fight GE, but you certainly do not 
hand contracts over to GE. 

Mr. Harniscurecer. What did we do in Iraq? Now, what did we 
do in Egypt? What did we do in Tibet? 

a Wouldn’t it be much worse if we hadn’t been there 
ati a 

Mr. Harniscurecer. I don’t agree with you. 

The general brought out a very important point that-I know about 
from personal experience in talking with the Indians and the 
Pakistanis. 

On one side you arm the Pakistani. On the other side you provide 
economic aid for India and then you bring about for the East and 
start a rump war and then we will start in there to settle that rump 
war. 

Mr. Zasrockt. That is not true. 

Our military aid to Pakistan is to assist that country in its defense. 
Look at a map of Asia and it is obvious, with Pakistan to the south 
of Afghanistan, a country with a long common border with Soviet 
Russia, that we’d better have an adequate military force in that area. 

Mr. Harniscurecer. If you can get them to move the way you 
want them. 

General Fretiers. You don’t think that force in Pakistan could do 
anything to the Red army, do you? 

Mr. Zastocki. Well, of course not, if you are going to expect Paki- 
stan to meet and cope with the entire Soviet Force. 

General Fetrers. That is my point. That is my point exactly. 

Mr. Zastockr. At least Pakistan can provide a holding action. Cer- 
tainly that is preferable to no resistance at all. 

General Fetters. He is just as dead in either case. 

Mrs. Boiron. Mr. Chairman. 

Chairman Moraan. Mrs. Bolton. 

Mrs. Bouton. May I move that the statement of the answers to the 
report.of the Citizens Foreign Aid Committee be made a part of the 
record ? 

Chairman Morcan. Without objection, it is so ordered. 

(The document referred to is as follows :) 








FOREIGN AID AND YOU 


A FIRST REPORT BY THE CITIZENS FOREIGN 
AID COMMITTEE 


“Nothing is easier than the expenditure of public money. It does not appear 


iP belong to anybody. The temptation is overwhelming to bestow it on some- 
y.” 


—CALVIN COOLIDGE. 


The Citizens Foreign Aid Committee, a volunteer organization, 
came into being following the President’s appointment of the Citizens 
Panel on Foreign Aid in November 1958. The members of the Citi- 
zens Panel have in one way or another been connected with our for- 
eign aid program. From this past association one might, logically 
conclude that the panel would endorse the continuance and expansion 
of foreign aid, 

It is the purpose of The Citizens Foreign Aid Committee to make 
available to the President, the Congress and the American people, 
factual and realistic appraisals of foreign aid and its impact both on 
the recipient countries and the United States. 

From time to time as the occasion arises, The Citizens Foreign Aid 
Committee will issue and distribute studies on foreign aid. It will 
also provide competent witnesses on foreign aid to appear before ap- 
propriate congressional committees. 


“Over and over again, courts have said there is nothing sinister in 
so arranging one’s affairs as to keep taxes as low as possible. Every- 
body does so, rich or poor; and all do right, for nobody owes any 
public duty to pay more than the law demands: taxes are enforced 
exactions, not voluntary contributions.” 

—Judge Learnep Hann. 


T. OUR FOREIGN AID 


We Americans have always had a historic policy of service 
to mankind. It is part of our heritage and our religion. For a cen- 
tury and a half and to all parts of the world, we have sent funds, 
supplies, missionaries, doctors, teachers, and technicians to lend a 
helping hand to those in need. 

Reflecting this humanitarian spirit, our Government has extended 
nid when and where the need arose. As early as 1794 the Congress 
voted relief for the victims of the Haitian Massacre. In 1812 relief 
was voted for earthquake victims in Venezuela. In 1921 to 1928, 
despite a hostile Kremlin, the Con authorized relief for Russian 
famine sufferers. According to Russian leaders of that time, this 
disaster aid, directed by Mr. Herbert Hoover, saved 20 million. lives. 
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Although relations with Japan were strained in 1923, the Congress 
authorized generous relief for victims of Japan’s worst earthquake. 

Person-to-person aid, together with governmental disaster relief, 
lifted American world prestige to unprecedented heights. 

After World War II, however, our Government’s attitude toward 
aid abroad changed drastically. Its foreign aid is now continuous 
and has been expanded until it has become global, with heavy com- 
mitments made for years ahead. 

To rehabilitate the war-torn countries in Europe, our Government 
launched the $13.5 billion Marshall plan. This was superseded by 
the present mutual security program which extends foreign aid to 
more than 70 countries. In the process of this expansion, the North 
Atlantic Treaty Organization (NATO) was created to strengthen 
Western Europe against the Red threat from the East. 

Current fiscal appropriations for foreign aid are authorized under 
the Mutual Security Act, Public Law 853, 85th Congress. As part 
of foreign aid, Public Law 480, 83d Congress, authorizes disposal of 
agricultural] surplus commodities. 

Foreign aid is divided into two major classifications: Military as- 
sistance and economic aid. 

Military assistance includes: Military hardware, military training, 
offshore procurement (military material bought in foreign cdaiithiiey 
weapons development in Allied countries. 

Economic aid includes: Grants-in-aid (cash or commodities), point 
TV (technical assistance), contributions to the United Nations, sur- 
plus agricultural products, development loans, President’s special as- 
sistance and contingency fund. 

This varied and complex foreign aid program has now become an 
instrument of foreign policy. As such it should have one purpose 
only—to “provide for the common defense,” and “promote the general 
welfare” of the United States. When foreign aid impedes our wel- 
fare, the Congress has no lawful power to appropriate. 

In 1948 some 450 people were employed to administer and distribute 
foreign economic aid. Ten years and $41 billion later this staff has 
grown to 12,000 directing 2,000 projects. In addition, some 9,000 per- 
sons are engaged in the military assistance program which has totaled 
$23 billion. As of December 31, 1958, there was a total of $6.6 billion 
in unexpended foreign aid funds. 


Il, FOREIGN AID AND DEFENSE 


Proponents of foreign aid argue that it offers the best means of 
avoiding war. They remind us that since NATO came into being, the 
Soviets have not taken 1 square foot of Western Europe. 

Whether or not the Soviets, with their 175 regular divisions and the 
world’s largest air force, intended to occupy Western Europe is not 
known. \ Obviously Western Europe’s 21 NATO division defense, with 
insufficient air support, is not an effective war deterrent. If the Soviets 
ever entertained invasion plans, one weapon alone has deterred them: 
the U.S. Strategic Air Command (SAC). 

Meanwhile Western Europe, more prosperous than before World 
War II, is not carrying its proportionate share of the NATO defense 
effort. But we are carrying far more than our share. We have sta- 
tioned five American divisions and some tactical air units in Europe. 
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These forces spend and require substantial sums for their support and 
maintenance. This is not foreign aid money but it supplements for- 
eign aid in that it places more American dollars at the disposal of 
foreign governments. 

Despite our huge defense contribution, European NATO strength 
in comparison to that of the Soviet is almost negligible. 

The population of prosperous European NATO countries is 50 per- 
cent greater than ours. But our eager assumption of a heavy defense 
role in Western Europe has caused our Allies somewhat to disregard 
the Red threat and to rearm reluctantly. To stimulate them into cre- 
ating more military might for their own defense, we should advise 
them that it is not our policy permanently to garrison Europe. There 
should be a systematic withdrawal of American troops, particularly 
in the lower echelons, as fast as these can be replaced by European 
NATO members. 

To bolster morale after Sputnik I, President Eisenhower promised 
nuclear intermediate range ballistic missiles (IRBM) to our NATO 
Allies. The plan was to establish a line of 36 IRBM squadrons from 
England through southeast Europe and on into Turkey. More than 
a year later, only four IRBM squadrons had been accepted. These 
are being based in Britain. Administration leaders had placed great 
faith in Europe’s use of the IRBM as a war deterrent. This cool 
Allied reception of the IRBM, Britain excepted, is considered by 
some military experts as the greatest failure in our postwar defense 
planning. 

There is a good reason for this reluctance. In an all-out nuclear 
war the Kremlin forces, unless prevented by SAC, have the capability 
of destroying Western Europe in a matter of minutes. The European 
defense against Red bombers and missiles is inadequate. We cannot 
afford to provide Europe with even a reasonable defense. Accord- 
ingly, this understandable fear of Red nuclear incineration may in 
the event of war force our European NATO Allies into neutrality. 
Tf that happens, we may be denied the use of many of our oversea 
bases and the United States and Canada would be left to face the 
Soviets, while the remainder of NATO is neutral. 

A number of the central European, south Asian, and Far Pacific 
countries have received in all more than $10 billion in military assist- 
ance. Yet some of these recipients are hostile to the United States. 
So it is possible that some of our own weapons might one day be turned 
against us. This has happened before. 

Limited military information makes it difficult for the American 
people to know our true defense position. It would appear that— 

the Red Air Force challenges SAC; 

we have yet to gain missile ascendancy ; 

we have undertaken to defend the free world ; 

our forces, deployed globally, are over-extended ; 

our own continental defense against bombers and missiles is 
inadequate. 

So far as the survival of the American people is concerned, military 
assistance to European and Asiatic countries is not essential. Author- 
itative studies show convincingly that the Western Hemisphere can 
be defended and made self-sufficient both in peace and in war. 

In the past 12 years we have spent about $23 billion for foreign mili- 


18. Doc. No. 83, 84th Cong., Critical Materials. 
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tary assistance. In addition, our oversea military men are spending 
more than $3 billion annually. Suppose dozens of our cities are wiped 
out in an all-out nuclear war. What excuse can our political leaders 
who survive offer for such a tragedy, if we continue to arm other 
nations while neglecting adequately to defend our own people? ? 


Ill. IMPACT OF FOREIGN AID ON POLITICAL SYSTEMS 


One of the main benefits claimed for foreign aid is that it helps 
prevent the growth of communism. Actually, it has tended to pro- 
mote philosophies akin to communism. 

The Marshall plan greatly assisted Britain’s recovery from war’s 
devastation. But the fact that Britain instituted and carried out 
her industrial nationalization program at the very time that our 
foreign aid funds were being received is more than mere coincidence. 
The $7 billion foreign aid which we have contributed to Britain’s 
economic program, directly or indirectly, has helped to nationalize 
the Bank of England, and the gas, electric, railway, canals, and coal 
mining enterprises of the United Kingdom. Our dollars also have 
assisted Britain to adopt socialized medicine. Thus, Britain has 
taken a long stride toward total socialism. Through too much foreign 
aid, too long continued, we have done Britain, our ally, a great 
disservice. 

But this is not all. Ina like manner our aid has helped to strengthen 
the nationalizaticn processes in Norway, Austria, France, Italy, Tur- 
key, Pakistan, India, Indonesia, and even in Communist Poland and 
Yugoslavia. 

Nationalization of industry and state capitalism have been fostered 
in countries receiving our funds. Our dollars and credits have gone 
mostly to foreign governments and provided the means to start state 
enterprises or to take over privately owned businesses. In many 
cases as a condition upon which we granted foreign aid, we have 
encouraged the recipient governments to move into industrial opera- 
tions with programs similar to the Soviet 7-year plan. In so doing, 
our foreign aid is helping to establish the very system of state slavery 
we set out to combat. 

American-financed nationalization does more than merely put a 
foreign government in business. It serves to destroy the free enterprise 
of the recipient country. Nationalization both here and abroad re- 
duces the tax base and therefore raises taxes for others. Government 
business is subsidized by our continuing foreign aid; most free enter- 
prises do not enjoy such subsidy. For the free enterprises which 
survive our aid, there is always the threat of expropriation. 

By assisting recipient countries to nationalize their industries, 
foreign aid contributes materially to the creation of government 
systems and institutions hostile to those which have been derived from 
our Declaration of Independence and our Constitution. 

The argument is advanced that by raising living standards, foreign 


? Due to rapid obsolescence in weapons, it is of great importance to eliminate waste and 
duplication and to make every U.S. defense dollar produce the maximum. Our ability to 
be Ln Ag finance an adequate defense program over many years may be the key to our 
survival. 

If our arms program were properly orientated, we could have better defense for far less 
than we are now spending. See Air Force Magazine, March 1959, “Where We Stand;” 
by Brig. Gen. Bonner Fellers. U.S. Army (ret.). 
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aid prevents the spread of communism. It isa mistaken idea, however, 
that communism breeds on poverty. There is no proof that a high 
standard of living is the enemy of communism. 

All of the Eastern European countries, except Czechoslovakia, have 
always been relatively poor. Czechoslovakia, however, has long been 
among the most prosperous countries of Europe. Yet, Czechoslovakia 
through political intrigue went communist. In central and Western 
European countries, communism has thrived in the prosperous indus- 
trial areas. In the relatively poor countries the population has usually 
resisted Communist influence. 

For instance, Communists are strongest in Italy and France. In 
Italy the Communists are stronger in the prosperous northern indus- 
trial areas, while in southern Italy, where the people are poorer, the 
conservatives have built a stronghold. In France the Communists 
are stronger in the prosperous cities; they are weaker in the poorer 
rural areas. 

In Ireland, among the least wealthy countries of Western Europe, 
the Communists have made little headway. 

In India, which has received substantial aid, between 1952 and 1957 
the Communists increased their vote from 4 million to 12 million. 
Today the Communist Party is the second largest in the Indian Par- 
liament and actually controls the government in the State of Kerala. 

Many Americans will be astonished to learn that strong encourage- 
ment for foreign aid originally came from Joseph Stalin. His “Marx- 
ism and the National Colonial Question,” pages 115-116, reads in part: 

It is essential that the advanced countries should render aid—real and pro- 
longed aid—to the backward nationalities in their cultural and economic develop- 
ment. Otherwise, it will be impossible to bring about the peaceful coexistence 
of the various nations and peoples—within a single economic system that is so 
essential for the final triumph of socialism. 

Through foreign aid the United States is following Stalin’s spend- 
ing prescription for the establishment of “a single economic system 
that is so essential for the final triumph of socialism.” From the 
start the Kremlin has been determined to make capitalism pay for 
its own funeral. 


IV. FOREIGN AID AND FREE WORLD ECONOMY 


In a recent speech Mr. William McChesney Martin, Chairman of 
the Federal Reserve Board, said: 

One distressing experience [during a recent trip abroad] was to find among 
intelligent and perceptive men in those countries a growing distrust over the 
future of the American dollar. 

At home, this growing loss of confidence in the dollar is evidenced 
by the current flight of gold from U.S. ownership. Foreign govern- 
ments and banks with dollar credits in the United States can demand 
and receive payment in gold. But our Government will not redeem 
in gold, dollar credits owned by U.S. citizens. 

oreign governments, partially with the aid of credits made avail- 
able to them through our foreign aid, have been salting away Amer- 
ican gold, or piling up dollar balances in our American banks. In 
addition, individual foreigners, again with the help of our foreign 
aid, have become heavy investors in American securities. It is esti- 
mated that there are about a billion in market value of U.S. securities 
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held abroad. This could all be converted into foreign Central Bank 
- demands on our gold stock. 

At the beginning of 1958 our gold reserve amounted to $22.9 billion. 
During 1958 alone, $2.26 billion in gold has been taken from us by 
foreign countries. Should this loss of confidence in the dollar con- 
tinue, the gold outflow could collapse our currency. 

Since 1950 dollar deposits in this country by foreign governmental 
agencies have increased from $3.9 billion to $8.7 billion. In addition, 
foreign individuals and foreign banks now have dollar deposits in our 
banks of $5.8 billion. This total of $14.5 billion in foreign holdings is 
convertible into gold upon demand of the holders. In other words, 
70 percent of our gold reserve is subject to foreign demand.*® 

There is no evidence in 1959 that this flight of gold has ceased. 

Our gold stock reduction menaces our economy. Today the U.S. 
= ratio to our own money has actually declined to a figure lower 

tan that during the depth of the 1933 depression. 

The Federal budget of the United States has been balanced only five 
times in the last 27 years. The Federal debt is now $283 billion. This 
crushing American debt, borne by only 6 percent of the world’s popu- 
lation, is greater than the combined national debts of all other coun- 
tries in the world. More than a fourth of our Federal debt. has 
resulted from budget deficits caused by our foreign aid programs. 
Annual interest on the aid portion of our debt is about $2 billion. 
This interest, together with foreign aid appropriations, totals some 
$7 billion annually. Thus our past and present foreign aid programs 
are consuming the equivalent of 20 percent of our personal income 
tax collections. 

It has been reported that a major portion of foreign aid money is 
spent within the United States and thereby strengthens our economy. 
Doubtless Government contracts for foreign aid materials have 
brought profits to U.S. corporations and may have influenced them 
and their workers to support foreign aid. However, when the manu- 
facturer’s product is given away, rather than strengthening our econ- 
omy, it siphons off our wealth. Money spent for goods and services 
to be used as foreign aid creates consumer buying power, but not con- 
sumer goods for Americans. Hence such foreign aid is by its very 
nature inflationary. 

It is alleged that foreign aid is responsible for the employment of 
600,000 American workmen. This claim ignores the fact that Ameri- 
can workmen are already suffering from unemployment resulting from 
foreign aid grants to competitive industries abroad. Moreover, the 
International Cooperation Administration (ICA) purchases fre- 
quently discriminate against American production. For example, in 
1957, our ICA textile expenditure was $96.3 million, of which only 
$7.2 million was spent for American textile products. Today we have 
pearly 5 million unemployed; foreign aid has been a contributing 

actor. 

Administration propaganda seeks to minimize the impact of our 
foreign aid burden by emphasizing that it is a mere 1 percent of our 
gross national product. What this propaganda does not tell is that 





* Data supplied by the International Monetary Fund. 
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foreign aid facilitates the flight of gold from U.S. control and con- 
sumes the equivalent of 20 percent of our personal income tax. 

The administration is eager to keep foreign aid and all foreign 

olicy strictly on a bipartisan basis in the Congress. In the last three 

residential campaigns, candidates of both major parties carefully 
avoided making foreign aid an issue. As a consequence, taxpayers in 
our Republic have never had an opportunity to express themselves 
on foreign aid at the polls. 

Unfortunately, our acknowledged Federal debt is only a fraction 
of our real debt. It has been reliably estimated that our true Federal 
debt obligations amount to about $838 billion. This figure is reached 
by totaling existing legislative commitments of $105 billion, Social 
security obligations of $350 billion, and a Federal Reserve contingent 
liability of $100 billion,* together with the Federal Treasury debt of 
$283 billion. 

In addition to the $838 billion Federal debt obligations, our private 
individual debt is $238.5 billion. Our net private corporate debt is 
$236.1 billion. The State and public local debt is $50.9 billion.® 

The inflationary result of these enormous debt burdens, coupled with 
confiscatory income taxes, is fast undermining our economy. 

To illustrate : 


Because of taxes and inflation, in 1957 it took an income of— 
$4,806 to match in purchasing power a 1939 income of $2,000; 
$13,004 to match a 1939 income of $5,000; 

$30,971 to match a 1939 income of $10,000; 

$333,377 to match a 1939 income of $50,000. 


If things go during the next 18 years like they went during the past 18—and 
the spenders seem to be determined to have it that way—the dollar will be worth 
less (in 1975) than 25 cents and it will take an income of— 

$10,538 to match a 1939 income of $2,000; 
$33,240 to match a 1939 income of $5,000; 
$92,141 to match a 1939 income of $10,000; 
$835,393 to match a 1939 income of $50,000.° 


As a result of this dollar devaluation and the increased velocity of 
money circulation, in the past 20 years the value of fixed incomes, of 
all bank accounts; insurance policies; Government, State, and mu- 
nicipal bonds, and all other indebtedness has been cut in half. Thus 
the losses already inflicted on the American people are enormous. The 
same processes continue—and the end is not in sight. 

The impact of our foreign aid on the economy of nearly all of the 
recipient countries is likewise inflationary and damaging. Many 
times foreign aid has financed new producing and manufacturing 
facilities without coordinating secondary industries and markets. 
This has resulted in dislocation and the need for further gifts. With 
the exception of Germany, every country receiving our foreign aid in 
the past 10 years has found that its currency is softer than before the 
aid was given. 

The initial aid which the United States extended to countries devas- 


#American Opinion, “What Is The National Debt?” by Medford Evans. July—August 
1957, Belmont, Mass, 


Med a of Commerce, National Income Division, Washington, D.C. Figures as of 
ember tt e 

*T. Coleman Andrews, Economic Research Associates, 6 Iris Lane, Richmond, Va.; 
also see Reader’s Digest, March 1959, pp. 79-81. 
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tated by World War II unquestionably accelerated their recovery. 
However, it is utterly impossible for the American taxpayer to trans- 
fuse the economy of the free world, with a new money bloodstream, 
except temporarily. The recipient country begins to live on the 
transfusion; its economy becomes geared to an income which it can- 
not, by itself, sustain. 

The time has arrived when free world countries must help them- 
selves. They must establish sound, enduring economies of their own 
lest they perish, the victim of predatory socialistic forces. For us to 
continue foreign aid is a disservice to the recipients. The longer this 
aid is extended, the longer will be their delay in establishing self- 
sufficiency. 

V. FOREIGN AID ADMINISTRATION 


The field supervision of 2,000 economic aid projects scattered about 
the globe is a prodigious undertaking. It involves the allocation of 
large quantities of grant aid (money); it involves engineering and 
technical assistance. Qualified specialists to manage and operate so 
many foreign projects of widely varying nature are impossible to 
obtain. 

On the planning and policy level in the ICA and the Department of 
State, the practical experience of the personnel has not qualified them 
to manage what is actually the largest engineering, supplying, and 
banking operation in the world. Men who would be able to handle 
such jobs enjoy good positions in private enterprise and are unwilling 
to serve under the direction of Federal bureaucrats. 

In the past decade the agency administering economic aid has had 
its name changed several times, quite possibly in the hope that the 
American people would forget its past record. During that time, the 
economic aid agency has had eight directors. No director has held 
office for more than 214 years and one served only a few months. 

This rapid turnover results in the directors becoming captives of 
what is now recognized as a self-perpetuating bureaucracy. It operates 
on the principle that no matter how wastefully money is spent, if 
enough is spent, it will do some good. This lack of competent per- 
sonnel has resulted in innumerable instances of waste running into 
many billions of dollars. 

A few among numerous examples will illustrate: 

A total of $3 billion foreign aid funds has been granted to foreign powers to 


help reduce their national debts and to balance their budgets. 'T'o extend this aid, 
we ironically had to borrow the money ! 

There are instances of U.S. Government checks having been turned over to 
foreign officials for budget support with no record of how the money was spent. 

Foreign aid has given more than $2 billion to governments that are hostile to 
the United States. This includes the Soviet Union, Yugoslavia, and Poland. 

To build an American exhibit in Moscow to be completed in July 1959, $3.2 
million foreign aid has been authorized. 

Last year India received $325 million in foreign aid. A substantial part of this 
aid was given to support India’s second 5-year plan. Our dollar credits enabled 
the Indian Government to purchase equipment with limited Indian commitments 
to buy American goods. 

Point 4 was originally established to export American know-how to the under- 
developed countries. Instead, point 4 has become inextricably involved with 
industrial development, lush engineering contracts and surveys that have no 
relationship to the original purpose. 
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From an official report on foreign aid to oil rich Iran, the— 


U.S. aid and technical assistance programs in Iran which, between 1951 and 
1956, totaled a quarter billion dollars, were administered in a loose, slipshod, 
and unbusinesslike maner * * * it is now impossible—with any accuracy—to 
tell what became of these funds.’ 


The official in charge of Iran foreign aid was later promoted and 
is now head of foreign aid in Korea where our spending obligations 
are greater. 

In 1953 our Government made $745 million, almost three quarters of 
a billion dollars, available for the support of the French and their allies 
in the prosecution of the Indochina War. Our arrangements with the 
French for the control and accounting for this money were cumbersome 
and loose. Only a part of the $745 million had been spent when the 
French surrendered. Because of poor accounting and auditing, the 
United States does not know how all of the $745 million was spent. 
After many months of attempted audit and negotiations, the United 
States was able to recover only $95 million. 

Our financial support of the British military aircraft program in the 
fiscal years 1953-54-55 was approximately $450 million. The planes 
being financed were unduly delayed in development. By the time full 

Stace was achieved, the Rae were obsolescent. The London 

inancial Times wrote, in December 1954, that our offshore financin 
of these British aircraft was “in fact just a rather clumsy method o 
making a grant of cash.” Actually part of this cash served to make 
possible a British Government subsidization of its commercial , jet 
transports in competition with U.S. manufacturers. 

A New York Times dispatch from Karachi, Pakistan, dated Febru- 
ary 18, 1959, discloses that corruption and inflation are rampant; that 
“of the $839 million received by Pakistan in foreign aid, of which $703 
million came from the United States, only $186 million aceording to 
an official admission was utilized on ‘constructive works,’ ” 

The Development Loan Fund is a new foreign aid device for extend- 
ing development assistance to foreign countries, It will make what 
amounts to perond norign ee loans and accept soft local currencies in 
payment for loans in dollars. The Development Loan Fund also lends 
money to assist American business in the establishment of overseas 
factories. 

The ICA will provide insurance coverage on private overseas invest- 
ments against certain exchange losses and expropriation and other 
risks. Thus, American taxpayer’s dollars subsidize overseas factories, 
the products of which compete with those of our American workmen. 

The Fairless committee, which was appointed by the President. in 
1957 to evaluate the foreign aid program, adversely criticized the con- 
cept of the Development Loan Fund and soft currency loans. 

No comprehensive and independent audit of foreign aid expendi- 
tures seems ever to have been instituted. 

The Congress votes foreign aid appropriations; the executive 
branch of the Government handles the apportionment and disburse- 
ment of funds. Once funds are in the hands of our executive branch 
it appears that the Congress exercises almost no contro] over manage- 
ment, expenditures, and projects. 


‘First reort by the House Committee on Government Operations, “United States Ald 
Operations in Iran,” Jan. 28, 1957, p. 3. 
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The Congress has a responsibility to its tax-paying constituents. It 
should assert control over expenditures of foreign aid appropriations. 
It should make its appropriations more specific. It should further 
limit the power of the Executive to effect the transfer of foreign aid 
funds. Too much flexibility amounts to writing a blank check. 

The Congress should create a bipartisan congressional committee or 
Hoover-type Commission with sufficient funds to conduct a thorough 
investigation of foreign aid. This should include a check on the pro- 
graming and expenditures for foreign aid projects and should con- 
tinue until all foreign aid is terminated. 


VI. MORAL AND PSYCHOLOGICAL ASPECTS OF FOREIGN AID 


A large part of foreign aid support in the United States stems from 
some of our religious leaders. Good samaritans that they are, they 
associate foreign aid with the religious obligation of individuals to 
help others. It is a moral act for a person to make a voluntary con- 
tribution of money or effort to help another person. By extending 
aid religious leaders seek to kindle an inner light in those to whom help 
is given. 

This is, of course, in accordance with the Christian concept that re- 
form of societies is a revolutionary process which starts by a change 
of heart from within the individual. However, this Christian teaching 
is the direct opposite of the Marxist theory, which our governmental 
concept of foreign aid parallels. 

Marx held that societies are changed from without and that individ- 
uals change, not from within, but rather in accordance with their 
external environment through things material. 

Frederick Engels, Marx’ collaborator, wrote: 

The ultimate causes of all social changes and political revolutions are to be 
sought not in the heads of men, not in their better insight into eternal truth 
and justice, but in the changes in the methods of production and exchange; they 
are to be sought not in the philosophy, but in the economics of a particular epoch. 

Our foreign aid program, curiously for a Christian people, follows 
the Marxist teaching. Foreign aid is expressed in terms of money, 
production, and materialism. The money for foreign aid is not a gift 
from our people to foreign peoples. Foreign aid is money extracted 
from the American people by confiscatory income taxes and then be- 
stowed by our governmental bureaucrats upon a foreign government 
to do with it as it pleases. 

Missionaries serving in countries receiving foreign aid report grave 
concern about the adverse effect of our aid among the people with 
whom they work. One is compelled to conclude that our religious 
leaders endorse governmental foreign aid only because its materialistic 
motivation has not yet been disclosed to them. 

Americans are crusaders. It is our American trait to endeavor to 
create others in our own image. Whether or not other peoples want 
to reflect our image fails to deaden our zeal. Through foreign aid 
we have attempted to superim our modern, highly industrialized, 
fast-moving system upon underdeveloped countries with less com- 
plex living standards, slower tempo, and different cultures. It has 
taken us 175 years to reach our present standard of living. Foreign 
aid seeks to lift underdeveloped countries to a parity with us in a de- 
cade ortwo. It is most unrealistie. 
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Foreign aid reflects a patronizing attitude toward foreign peoples. 
It isa sly attempt to buy their allegiance, which is presumed to be for 
sale. 

In the recipient countries, our foreign aid ip eer results in con- 
fusion, misunderstanding and sometimes chaos. After ae 15 years 
of foreign aid we are probably the most disliked nation in the world! 

There is also a human principle which strongly influences the re- 
action of recipients to our foreign aid program. If one country is 
made a recipient, how can aid to others be denied? If one recipient is 
granted more than others, all recipients then clamor for more. The 
war-devastated Philippines, our trusted wartime ally, is now under- 
standably in turmoil for the reason that others less deserving are 
higher on our foreign aid totem pole. 

Unless foreign aid is soon terminated, our country faces economic 
peril. This peril is inevitable because neither this nor any other Con- 
gress will reduce or restrain spending at home so long as it votes 
colossal foreign handouts. 

Our Congressmen know that, so long as they dissipate billions of 
dollars overseas, to be reelected they must also continue expensive 
domestic benefits. Foreign aid is a street without end—unless the 
street is barricaded. If long continued, it will result in an ever- 
expanding bureaucracy of careerists dedicated to passing out American 
taxpayers’ dollars all over the globe. 

The fate of our foreign aid program is a matter which the American 
people must decide now. No matter how much we spend, it is clear 
that we cannot buy world leadership and good will. If we are to lead, 
we can lead only by example. We cannot force our image upon others. 
We must resume our progress and pursuit of liberty under the Con- 
stitution. Then and only then will others respect us. 


VII 


From the foregoing, the following facts are inescapable : 

1. That our Government intends that foreign aid shall be 
continuous and global. 

2. That the threat of Communist aggression rules out our 
continuing to dispense lavish foreign aid when our own economy 
is threatened and our defenses are inadequate. 

3. That in a number of recipient countries our foreign aid 
helps to strengthen political systems hostile to our own. 

4. That our foreign aid speeds rather than retards the growth of 
communism; it inflates our economy; it is partially responsible 
for the alarming flight of gold from our control; it is destroying 
our foreign markets and increasing unemployment among 
American workers. 

5. That by the very nature of the foreign aid we extend it must 
be inefficient and wasteful. 

6. That our governmental foreign aid program is unsound in 
principle. 
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Vill 


To remedy these conditions we recommend the following: 

1. That our traditional generous private charity and govern- 
mental grants to relieve disaster be continued; that we encourage 
the expansion of our private missionary efforts. 

2. That in countries which we are morally obligated to defend 
and which are directly threatened with Red aggression, military 
assistance—for the time being—should be continued but on a 
realistic basis. 

3. That foreign aid which directly or indirectly promotes Gov- 
ernments that are hostile to our constitutional concepts of govern- 
ment be terminated immediately. 

4. That so long as governmental foreign aid is continued the 
recipient should pay a part of the cost of the proposed project; 
that our aid should terminate when the conditions on which that 
request is based have been remedied; that private technical, 
scientific, and educational assistance be extended only to friendly 
peoples who seek our aid on a cash or loan basis. 

5. That until foreign aid is terminated, the Congress take steps 

roperly to exercise close supervision and control over the manner 
in which all foreign aid funds are being spent; that all future 
economic aid, plus what can be salvaged from unexpended foreign 
on fonts, be diverted to and handled by the Export-Import 
ank. 

6. That the $3.9 billion requested by the President for the fiscal 
year 1960 be reduced $2 billion, and that each year thereafter 
foreign aid be substantially reduced until terminated within 3 

ears. 
" THE CrITIzENs FoREIGN AID COMMITTEE 
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Members of this committee are not isolationists. They believe in 
the principle that commercial intercourse is of great importance to 
stabilize the world. They support the expansion of international trade 
by route of the free enterprise system. They subscribe to a reasonable 
expansion of sound foreign investments and loans on the business level. 
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EXECUTIVE BRANCH COMMENTS 


I. OUR FOREIGN AID 


Item No. 1 
Statement 
“As part of foreign aid Public Law 480, 83d Congress, authorizes 
dispusal of agricultural surplus commodities.” 


Comment 

Public Law 480 is not properly part of “foreign aid.” Public Law 
480 was designed to dispose of U.S. agricultural surpluses. 

Title I of Public Law 480, under which the greater part of these 
surpluses are moved, provides for the sale of these surplus commodities 
for foreign currencies to friendly nations. These sales are required 
not to displace usual marketings of the United States or to disrupt 
world prices or normal patterns of commercial trade with friendly 
nations. The local currencies received from the sales are deposited 
to the credit of the U.S. Government. 

Title II of Public Law 480 permits the United States to furnish 
other governments, generally on a grant basis, surplus commodities 
to relieve famine or other urgent and extraordinary needs. 

Title III of Public Law 480 authorizes the U.S. Government to 
grant surplus commodities to nonprofit voluntary agencies and inter- 
governmental organizations for free distribution to needy persons 
abroad and to barter for strategic materials. 

When mutual security programs are being developed, consideration 
is always given to the amount of Public Law 480 commodities which 
can be used in lieu of mutual security funds. Under section 402 of the 
Mutual Security Act, a minimum of surplus agricultural commodities 
valued at $175 million is utilized for foreign assistance directly related 
to operations of the mutual security program as part of the regular 
mutual security program appropriation. 


Item No. 2 
Statement 
“Tn 1948 some 450 ae were employed to administer and distribute 
foreign economic aid. Ten years and $41 billion later this staff has 
grown to 12,000 directing 2,000 projects.” 


Comment 


The figures for personnel are misleading. The amount obligated for 
poen economic aid during the period 1948-58 was actually $24.2 
illion. 
A. In 1948, comparatively few people were needed to administer the 
large amount of commodities which were the keystone of the Marshall 
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plan to rebuild Europe. In 1958, the larger number of people were 
primarily needed for the technical cooperation program to impart 
technical skills to the people of underdeveloped countries. 

As of December 31, 1948, the Economic Cooperation Administration 
personnel totaled 2,858. Of this number, 1,061 were foreign nationals 
and 1,797 were U.S. nationals. 

As of June 30, 1953, when European reconstruction was nearing an 
end and when the United States was engaged in assisting underde- 
veloped countries throughout the world, there were 7,148 persons 
sciioeedl Of this number, 2,459 were foreign nationals and 4,689 U.S. 
nationals. Of these 7,148 persons, 3,016 were involved in the technical 
cooperation program to train people of underdeveloped countries in 
needed skills. 

As of June 30, 1958, there were 12,844 persons employed by the ICA. 
These included 5,150 foreign nationals, 5,642 U.S. nationals hired 
directly, and 2,052 employed under contract. Of the 12,844 persons, 
9,246 were employed in technical cooperation programs. 

In 1948, the U.S. was giving economic aid to 12 European nations. 
In 1958, the U.S. gave some form of economic assistance to 55 nations, 
nearly all in the less developed areas of the world where the help of 
qualified U.S. technicians and experts is important. 

B. The $41 billion mentioned by the Citizens Committee in their 
report on page 4 cannot be substantiated by the records. In the 10 
years of the mutual security program, fiscal years 1948 through 1958 
economic assistance obligations administered by the successive mutual 
security organizations totaled $24.2 billion. 


Item No. 3 
Statement 


“As of December 31, 1958, there was a total of $6.6 billion in un- 
expended foreign aid funds.” 


Comment 


The use of the word “unexpended” is misleading. These funds have 
been obligated for specific purchases of military and economic materiel 
and are not available for other purposes. Frequently this materiel 
requires 1 to 2 years to manufacture. The mid-fiseal-year figure used 
is also misleading. As of the end of the current fiscal year (June 30, 
1959), the pipeline balance will be about $4.7 billion. This included 
$2.6 billion for military materiel and $2.1 billion for economic materiel. 

These obligated funds for economic programs permit continuity of 

rograms in countries with fiscal years different from our own; the 
unding of multiyear contracts; and time required for commodity 
procurement between the time it is ordered and delivered. 

In connection with these pipeline figures for military programs, it 
should be remembered that expenditures for military assistance pro- 

ams have averaged $2.4 billion per year since 1955. This is more 
than the amounts 24 ae ene for those years; thus, military pro- 

ms have drawn upon the pipeline. The carry-over of these pipeline 
gures at the end of fiscal year 1960 for military programs is expected 
to be further reduced to approximately $2.3 billion, over half of which 
will have been obligated for missiles, aircraft, and ships. Considering 
the required leadtime for many of the modern weapons systems, 








1008 MUTUAL SECURITY ACT, 1959 


further reduction of this pipeline would have a serious effect upon the: 
capability of the United States to meet high priority requirements of 
our Allies in future years. 


Il. FOREIGN AID AND DEFENSE 


Item No. 1 
Statement 


“Whether or not the Soviets, with their 175 regular divisions and 
the world’s largest air force, intended to occupy Western Europe is 
not known. Obviously Western Europe’s 21 NATO division defense, 
with insufficient air support, is not an effective war deterrent. If the 
Soviets ever entertained invasion plans, one weapon alone has deterred’ 
them : the U.S. Strategic Air Command.” 


Comment 


The import of this statement is that NATO has been and is of little: 
or no value as a deterrent to Soviet aggression. This assertion is 
completely unsupported by the views of qualified and responsible: 
authorities, and a parently is based on the stated numerical relation- 
ship between total Soviet and satellite forces and NATO forces. 

he President of the United States, the Joint, Chiefs of Staff, and 
the U.S. Supreme Commander of NATO Forces, Gen. Lauris Norstad, 
do not agree with this conclusion. The information which they have: 
provided to the House Committee on Foreign Affairs demonstrates 
that NATO is an essential and valuable deterrent to Communist 
oppression and is vital to U.S. security. 

While the true plans of the Soviets at any given time cannot be: 
guaranteed, their actions just prior to the implementation of the- 
NATO defense concept left very little room for doubt as to their 
intention to expand and devour all that we would permit. Prior to: 
the inception of NATO, the Soviets, by various means, moved into: 
Czechoslovakia, Bulgaria, Rumania, Albania, Hungary, Estonia, Lat: 
via, Lithuania, and Poland. They attempted to overpower Berlin 
and to destroy the independence of Turkey and Greece. Since the- 
appearance of NATO, there have been no further Communist en- 
croachments in Europe. 

The assertion that NATO is not an effective war deterrent cannot 
be reconciled with the increasing, almost obsessed Soviet efforts to 
wreck the alliance. This view ignores completely the endless means 
the Soviets employ in diplomatic pressures on individual member 
countries ; in clumsy threats timed to coincide with significant NATO 
policy conferences; by cajolery and schemes to destroy the cohesion of 
the alliance and by variously garbed “peace offensives,” calculated. to 
lull NATO members into dangerous attitudes of relaxation and hopes 
for a Soviet new look. 

The critics are seemingly carried away by an over simplified mathe- 
matical equation of 175 to 21 divisions. en viewed in proper per- 
spective, with ramparts stretching some 30,000 miles and 360° to watch, 
the implication of these 175 divisions are quite different. It should 
be noticed that in East Germany, the Soviets maintain 22 divisions,,. 
minus some announced reductions. These Soviet forces could be aug- 
mented, but NATO is equally flexible in this respect, if need be. 
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Hence, it is obvious that the 175-to-21 equation represented in this criti- 
¢ism is not valid. SAC has indeed been a most powerful deterrent 
to Communist aggression, but even SAC cannot function with full 
effectiveness as a deterrent to Communist aggression without the over- 
sea facilities and base support which have been so largely made possible 
by the military assistance program. 

Finally, the criticism fails to take account of the basic element of 
U.S. and free world strategy which bases our common security effort 
on the principle of collective security. This principle recognizes that 
it is no longer possible nor is it advisable for any one nation to attempt 
to provide all the elements and all the strength demanded for an effec- 
tive defense against the threat of international communism. NATO 
in fact, is but one (although it is the most powerful) of the free world 
collective security undertakings. Under this principle, each member 
nation contributes what it can best and most effectively provide for 
the common defense. SAC is a part of the U.S. contribution to the 
defense of Europe and the United States, but it is only a part. To be 
fully effective, SAC, as well as other defensive instruments, require 
the facilities and the cooperation of other allies. 


Item No. 2 
Ntatement 


* * * Western Europe, more prosperous than before World War 
II, is not carrying its proportionate share of the NATO defense effort.” 
“But we are carrying far more than our share.” 


Comment 


If Western Europe is more prosperous than before World War IT, 
its increased prosperity is in our interest. One of the aims of U.S. 
policy after World War II was to help revitalize European economies, 
so that they could better withstand the havoc that communism every- 
where wreaks in the midst of want and economic instability. With 
greater prosperity, Europe is better able to bear its proper share of 
the defense burden. 

In fact, however, the criticism is misleading as to the performance 
of Western Europe in carrying its proportionate share of the NATO 
defense burden. It is true that the economic situation in European 
countries has shown considerable improvement in recent years. How- 
ever, their living standards and per capita gross national product 
still do not nearly approach our own. Based on official rates of ex- 
change, European NATO countries’ per capita gross national product 
is approximately one-third of ourown. Even if adjustments are made 
to account for most reliable estimates of comparative purchasing 
= fhe the European NATO ratio would be less than one-half the 

.S. per capita gross national product. 

A similar comparison may be made between consumption levels. 
The Europeans’ resource base is narrower than our own. Their living 
standards are generally lower. Investment and consumption demands 
on their resources are more pressing. Tax levels, on the average, are 
higher in Europe than in the United States. 

ot reflected in tabular listings of European NATO contributions 
to defense are other real contributions of considerable value to the 
common defense effort, and at the same time involving very real sacri- 
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fice. These include such things as bases, base facilities, manpower, 
large land areas (in a community in which land is notably scarce), and 
other contributions. 

From the beginning of the European NATO buildup through calen- 
dar year 1958, the United States has contributed some $14.6 billion in 
military assistance to NATO countries. During the same period, 
these NATO countries have themselves spent over $100 billion on 
defense. NATO countries’ defense expenditures have been increasing 
during the past few years, during which period U.S. military assist- 
ance to NATO was steadily diminishing. European NATO defense 
expenditures for calendar year 1958 more than doubled those of 1950. 

The tabular comparison below shows that NATO defense expendi- 
tures have more than doubled since 1950, and that the U.S. contribution 
through military assistance has gone down. 


European NATO defense expenditures and U.S. military assistance 








[In billions of dollars) 
NATO U.S. NATO U.S. 
Calendar year defense | military Calendar year defense | military 
expendi- | assistance expendi- | assistance 
tures tures 
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A tabular listing showing the per capita gross national product of 

11 European NATO countries, estimated for fiscal year 1958, and 

the estimated defense expenditures, in terms of percentages of gross 

national product, for the same period, is appended. Averages are 

_ indicated, as well as a comparison with figures for the United 
tates. 
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Item No. 3 
Statement 
“Despite our huge defense contribution, European NATO strength 
in comparison to that of the Soviets is almost negligible.” 


Comment 


In addition to the comments made on item No. 1, it should be noted 
that, the criticism appears not to take into account the obvious Soviet 
respect for the remarkably increased military strength of the com- 
bined NATO countries since 1949, as measured in effectively organ- 
ized forces, the large 10-year accumulation of trained personnel, in- 
creased and improved equipment, development of a spirit of confidence 
and morale, which all contribute to the effectiveness of the deterrent. 
Moreover, the criticism appears to disregard the strategy of NATO, 
under which it is not an objective to match, man-for-man, division- 
for-division or missile-for-missile, the forces of the Communist bloc. 
Rather, the aim is to provide modern weapons and equipment, and 
substantial, well trained and capable fighting forces backed by a deter- 
mination to make unmistakably clear that aggression will not be 
tolerated, that the cost to the communists for any infringement on 
free Europe will unmistakably be exacted and will be higher than the 
communists can accept. This strategy has worked, and will continue 
to work just so long as the Soviets know that behind the NATO al- 
liance there is a continued determination and maintained effort to 
match the capability to the determination. 

Finally, the criticism overlooks both the size and the character of 
the populations of the NATO area of Europe, the vast resources of 
highly trained manpower, the very considerable reserves available to 
the alliance, the wealth of industrial resources which will be mar- 
shalled against communist aggression. 

Europe’s decade of NATO experience has produced a wealth of re- 
sources and added strength, aah of which is a reserve, and not readily 
observed as a military asset. This is the invaluable storehouse of 
skills, technological knowledge and new production capabilities which 
enhance and strengthen Europe’s position for defense. 


Item No. 4 


Statement 


“Our eager assumption of a heavy defense role in Western Europe 
has caused our allies to somewhat disregard the Red threat and to arm 
reluctantly. To stimulate them into creating more military might for 
their own defense, we should advise them that it is not our policy 
abaya 2 to garrison Europe. There should be a systematic with- 

rawal of American troops, particularly in the lower echelons, as fast 
as these can be replaced by European NATO members.” 


Comment 


The criticism is based upon the fallacious premise that the role of 
European NATO forces is exclusively for their own defense. The 
principle and strategy upon which our whole system of collective 
security rests is that free world forces, together, constitute a common 
defense. United States forces in Europe, and United States oversea 
installations everywhere, fit into this concept. Our allies make a vital 
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contribution to the common defense. The forward stationing of our 
forces and their manning of advanced bases are vitally essential to 
the maintenance of early warning and oversea strategic capabilities. 
It is necessary for those forces to be there to insure our defense. The 
facilities must be sustained far beyond our continental limits if they 
are to be effective in protecting us at home. If they were not, in the 
missile and jet age, it would be far too late to mount defensive opera- 
tions from the United States, once an enemy had begun an attack on us. 
European NATO forces contribute very heavily to this defense con- 
cept. They require our participation and we require theirs, for the 
common defense. 

It is not true that our allies in Western Europe have disregarded the 
Communist threat and armed reluctantly—any more than any free 
and nonmilitaristic peoples do so. Evidence submitted in response to 
other portions of the criticisms indicates the measure of NATO 
Europe’s effort and contribution, and is therefore not repeated here. 
It should be observed, however, that when the North Atlantic Council 
appointed General Eisenhower in December 1950, as the first Supreme 
Allied Commander in Europe, he had at his disposal some 12 partial 
divisions, most of them organized for occupation duties, 400 aircraft, 
and the same number of ships. Eight years later, the strength of 
NATO’s armed forces has increased four or five fold, and they are 
infinitely more effective in terms of other factors such as fire power, 
combat value and a common plan. 

Moreover, NATO countries are participating in European develop- 
ment and production, with U.S. aid, of modern weapons and equipment 
required to meet the changing needs of defense. 

The United States must provide continuing evidence of our interest 
and willingness to be committed to the common defense by continued 
assistance in providing equipment, and also in maintaining appro- 
sever U.S. force representation in Europe, to demonstrate that the 

Jnited States recognizes the undiminished nature of the Soviet threat. 
Failure to do so would give the impression that we no longer attach 
the same importance to the Soviet danger, or that we are willing to 
incur the increased risks to the security of NATO and the United 
States which would result. This could lead to a dangerous lessening 
in the capabilities and the will of our allies to resist piecemeal Soviet 
encroachments. 

In the light of constant U.S. emphasis on the importance of ever- 
stronger, built-up NATO forces, the suggested withdrawal of our 
own forces from the alliance would be inconsistent. The effect on the 
will to resist Communist pressures of such a move, especially in the 
face of potential danger, now highlighted by Berlin, would be 
demoralizing and serious. 





Statement 


“The (IRBM) plan was to establish a line of 36 IRBM squadrons 
from England through Southeast Europe and then on into Turkey. 
More than a year later, only four squadrons had been accepted. These 
are being based in Britain. This cool allied reception of the IRBMs, 
Britain excepted, is considered by some military experts as the greatest 
failure in our post-war defense planning.” 
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Comment 

This statement is incorrect. There has never been any plan involv- 
ing deployment of as many as 36 IRBM squadrons on a world-wide 
basis, much less to the NATO area alone. 

In December 1957 the NATO Heads of Government accepted the 
U.S. offer to make IRBMs available to NATO forces in accordance 
with the plans and recommendations of SACEUR. The recent agree- 
ment involving deployment of IRBMs to cod is the direct result of 
the U.S. offer. Further, it is anticipated=that future agreements 
which may be reached with NATO in the light of SACEUR’s antici- 
pated recommendations will provide deployment areas for IRBM’s in 
consonance with production and training schedules. 

It should also be noted further that the IRBM delivery capability 
is only a small part of the whole complex of NATO capabilities to 
deter to destroy an aggressive force. 


Item No. 6 
Statement 


“The European defense against Red bombers and missiles is inade- 
uate. We cannot afford to provide Europe with even a reasonable 
efense.” 


Comment 

The report criticizes the “inadequacy” of European defense against 
Red missiles and bombers, but it does not give any indication of the 
standards it would set for an “adequate” system. Does the Citizens 
Committee require that a defense system must be able to ensure against 
infliction of any enemy damage, in order to qualify as “adequate”? 
Such a standard would be patently absurd in the light of modern 
offensive capabilities. 

The need for constant improvement of European air defense is fully 
recognized as urgent by the United States and free world allies. This 
need is in fact the greatest possible justification for the emphasis now 
being placed on the military assistance program in the European area. 
It is so clearly recognized that the program for military assistance for 
the European area includes substantial amounts for air defense mis- 
sile systems, together with related ground environment equipment, 
guided missiles, advanced types of aircraft, electronic equipment and 
other essentials to an adequate defense. 

The Draper Committee recognized the timely importance of this 
requirement and recommended a substantial addition to the military 
assistance programs for Europe for fiscal year 1960. 

The “adequacy” of a defense system is not a static thing, in any case. 
Constant efforts are mandatory, to continue improving the whole free 
world defense system, not only NATO, in order to afford maximum 
protective provision against continually developing offensive 
capabilities. 

he criticism further overlooks the powerful deterrent effect of the 
European NATO defense system, and its great value in preventing 
the occurrence of enemy attack in the first place. Unless every part 
of this defense system could be destroyed simultaneously by an enemy, 
he must reckon with the retaliation of NATO forces. This system 
must be kept effective and intact as part of the whole free world se- 
curity network. 
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The impressive 10-year record of NATO eloquently refutes the as- 
sertion that we cannot afford-to provide Europe with even a reasonable 
defense. 

The military assistance program has concentrated heavily on the 
provision of training, equipment and know-how, to fill this need. Our 
effort helps Europe to assist itself and further develop its capabilities 
in this area. The mutual weapons development program and the 
weapons production program are major channels for this support. 

Under these programs, European-produced lightweight strike 
fighters, such as the G-91, the Norwegian long-range sonar detection 
system, ground-to-air and air-to-air missiles will be made available 
for European defense. Liberalized measures on the exchange of infor- 
mation and technological know-how further advance this objective. 

The effect of the criticism would appear to be the undermining of 
the very efforts which are being pursued to improve upon the adequacy 
of European air defense. It is hard to believe that such an objective 
would be desired by the authors of the criticism. 


Item No. 7 
Statement 
The “understandable fear of Red nuclear incineration may in the 
event of war force our European NATO allies into neutrality. If 
that happens, we may be denied the use of many of our overseas bases 
and the United States and Canada would be left to face the Soviets 
while the remainder of NATO is neutral.” 


Comment 


This criticism betrays a fundamental inconsistency in the whole 
argument raised in the report. The Citizens Committee here expresses 

ave concern over the danger we would face if we find ourselves 
isolated and alone under Soviet attack. Yet, if the arguments con- 
tained in the report were accepted, they would unfailingly bring about 
precisely the isolation and the danger which the Committee quite 
properly fears. 

If aid were to be terminated in three years, as advocated in the 
report, the ability of our free world friends to remain strong, to sus- 
tain their own determination, to deter aggression and to contribute 
to the common defense would be dealt a disastrous blow. The very 
fear of a Communist assault would be aggravated by our failure to 
continue visible evidence of our determination to ensure that a Soviet 
attack on the U.S. or our NATO allies will incur a cost in destruction 
to the Communists which they cannot possibly be willing to accept. 
The greatest insurance against the very etastralibe of which the criti- 
cism speaks must be in an unflagging show of determination and con- 
tinued support by the United States of its allies in maintaining the 
deterrent. To do this, the continuation of the military assistance 
program is vital. 

The Citizens Committee rightly notes the gravity of the problem of 
Communist attempts to intimidate the free world. But it does not 
appear to make due allowance for the will of free peoples to remain 
free of Communist domination, even in the face of Communist intimi- 
dation and force. Various of our free world allies have in the recent 
past been crudely threatened with possible nuclear devastation as a 
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consequence of adhering to free world alliances. These allies have 
courageously defied blunt threats and blusters. There is no sound 
basis yet for the assertion that our allies, if given the constant assur- 
ance of our support, will abandon their resolution. There zs great 
danger that signs of U.S. unwillingness to stand with our allies would 
weaken the free world position. 


Item No. 8 
Statement 


“A number of Central European, South Asian, and Far Pacific 
countries have received in all more than $10 billion in military assist- 
ance. Yet some of these recipients are hostile to the United States.” 
Comment 


This assertion of hostility on the part of aid recipients is untrue. 
No country receiving military aid from the United States is hostile 
to it. It may be that the Citizens Committee interprets the assertion 
of national views and interests which may reflect different national 
positions on some issues as evidences of hostility. It must be realized 
that we are dealing with sovereign and independent states; and that 
they will not be willing, and should not be asked, to suppress their 
national views as a condition of receipt of military aid, so long as 
these views are compatible with the free world effort to build security 
against Communist aggression. This, however, is not a question of 


hostility. 
Item No. 9 
Statement 


“Limited military information makes it difficult for the American 
ee pr to know our true defense position. It would appear that the 

ed Air Force challenges SAC; we have yet to gain missile ascen- 
dancy; we have undertaken to defend the free world; our forces, 
deployed globally, are overextended; our own continental defense 
against bombers and missiles is inadequate.” 


Comment 


The problem of keeping the American people informed as to our 
true defense position is indeed a difficult one. Nevertheless the de- 
tailed facts about our weapon system capabilities must of necessity 
be classified information. Our country can never hope to maintain 
its position if a potential enemy is to ermitted to plan for even 
the most detailed capability involved. oes it is not possible to 
release all of our capabilities to the public, it is mandatory that the 
American peopie should look to those who have access to detailed 
military planning information and who study these problems in 

reater detail on a continuing basis: the President, the Secretary of 
efense, the Joint Chiefs of Staff, and the appropriate committee of 
the Congress which are kept informed on a classified basis. 

With respect to the first assumption presented—“the Red Air Force 
challenges SAC”: In recent testimony before Congress, Gen. Thomas 
White, Air Force Chief of Staff, indicated his further conviction 
that “in the strategic forces today we have a preponderance over the 
Soviet Union.” 

With respect to the question of missile ascendancy, it is of interest 
to note that Secretary McElroy has repeatedly stated, “I do not 
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assume that as of now Russia is ahead of us in missiles.” Further,. 

from an overall standpoint of our total capabilities, General Twining 

has stated that “I would much rather have the defense posture and 

ene of the United States than that which the Soviet is facing 
ay. 

The Defense Department planning for the future, as stated by 
Secretary McElroy, “takes into account what we believe to be the 
Russian capability.” In testimony before Congress, Secretary 
McElroy stated as follows: 


We believe that is what we are planning to do in the 1960 
budget—and I am certain that this will be the future decision 
of this or any other administration—what we do beyond 1960 
will be of exactly the same sort of dimension, that it will be 
in whatever dimensions are required to provide a retaliatory 
power which will deter the Russians from ever initiating a 
general war. 


It is of interest to note that the Joint Chiefs of Staff have col- 
lectively endorsed the present defense program as being adequate and 
although each of the individual Chiefs had certain reservations in 
endorsing the overall program, each testified before Congress that his 
reservations were not of the type “considered vital to the defense of 
the United States.” 

In summary, it would appear that the statements concerning the 
defense position are based on lack of detailed information and are 
not supported by the testimony of our professional military leaders. 

As to the charge that “we have undertaken to defend the free 
world,” the point of the whole collective security and mutual security 
“scree is that we have not undertaken to defend the free world, 

ut that we have undertaken to join other free countries to make it 
possible for the free world—including ourselves—to defend itself. 

As to the charge that “our forces, deployed globally, are overex- 
tended,” the responsible military authorities of our country do not 
agree. Indeed, our mutual security program makes it possible for 
our allies to have the strength to add materially to their own and 
free world defense without the need for an enormously heavier draft 
of American manpower for greatly augmented forces abroad. 

The unsubstantiated assertion that “our own continental] defense 
against bombers and missiles is inadequate” raises questions outside 
the scope of the mutual security program and will not be commented 
on except to point out that the mutual security program makes pos- 
sible the bases provided by our allies abroad for our early warning 
systems which are vital to our own continental defense. 


Item No. 10 
Statement 
“So far as the survival of the American people is concerned, military 
assistance to European and Asiatic countries is not essential. Authori- 
tative studies show convincingly that the Western Hemisphere can 
be defended and made self-sufficient both in peace and war (citing 
S. Doc. 84, 84th Cong., Critical Materials) .” 


Comment 


This criticism reveals the defective heart of the entire argument 
of the Citizens Committee. Although the Committee protests that 
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its members “are not isolationists,” this statement is clearly based on 
the long-discredited isolationist™coneept. of “Fortress: America,” in 
direct contradiction of the unchallengeable lessons of the entire post- 
World War II record. It would lead the United States down a path 
of increasing constriction of power and influence, cut off from alli 
from the security afforded by dispersed defensive capibilities an 
from the sources of raw materials upon which it is heavily dependent 
in both peace and war, and eventually isolated as the sole target of a 
hostile world. 

In spite of our Nation’s immense economic resources, we are not 
“arr island unto ourself,” nor is any other nation. Today, we import 
strategic materials from other free nations, as indicated by the follow- 
ing percentages of new U.S. supply: 


























Percent Percent 
Abaca 100 | Bauxite 85 
Ceobaltyu.<- Sachs eet iets 81} Tungsten_________- 64 
ORS ANONC i cd ee eel Sees 85 | Antimony 89 
Industrial diamonds__...._-_____. 100 | Platinum 97 
ES ee a ee ne oe 93 |Mercury - 56 
WAM i SL Boo ee, 7 see 100 | Nickel 93 
Natural rubber......--.._---.__- 100; — 


The argument also overlooks the increasing importance to our con- 
tinued economic health of U.S. exports, which have multiplied seven- 
fold from the prewar average in 1936-38 of $3 billion to $20.8 billion 
in 1957. 

From a military standpoint, the criticism is clearly invalid in the 
light of the character and potentialities of new and prospective Com- 
‘munist capabilities, such as long-range missiles which require distant 
early warning systems on bases beyond the continental limits of the 
United States. The relationship of the military assistance program 
to such warning facilities and bases in forward positions from which 
Allied and United States defense forces may operate has already been 
pointed out in other comments on the committee’s criticisms. These 
observations show that military assistance is intimately interrelated 
to our own domestic defense requirements. 

The “pushbutton” concept does not deal with the question of the 
availability of large, well-trained allied forces who are capable of 
dealing with Communist aggression in other parts of the world, and 
which are substantially assisted in their missions by the MAP. The 
-criticism fails to take into aceount that all war dangers are not‘neces- 
sarily general war threats, and that the security of the United States 
may be just as surely affected by a Communist-free world conflict 
fought by Allied forces far from our shores as by direct attacks upon 
our defense establishments. The example of Quemoy should suffice 
to illustrate. 

Item No, 11 
Statement 


“In the past 12 years, we have spent about $23 billion for foreign 
military assistance. In addition, our overseas military men are spend- 
ing more than $3 billion annually. Suppose dozens of our cities are 
wiped out in an all-out nuclear war, what excuse can our political lead- 
ers who survive offer for such a tragedy, if we continue to arm other 
nations while neglecting adequately to defend our own people.” 
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Comment 

The real question is how to get the most defense for our own people 
out of the money we spend. The concept posed by the “Citizens’ 
Committee” argues that military assistance funds could have been 
applied more usefully to our domestic defense establishment. Presi- 
dent Eisenhower and his Chairman of the Joint Chiefs of Staff, Gen- 
eral Twining, have clearly indicated their judgment that the funds 
requested for militxry aid should not be diverted from that program 
to supplement our domestic defense effort ; that they serve the national 
security interests better in the channel of military assistance to our 
allies. 

As President Eisenhower said in his recent message to the Congress : 
“These two requests, one for our own defense forces, the other for our 
share in supporting the collective system, are but two elements in a 
single defense effort. Each is essential in the plans of the Joint Chiefs 
of Staff for our national security. Each is recommended to you by 
the same Joint Chiefs, the same Secretary of Defense, and the same 
Commander in Chief.” 

This combined effort of collective security enhances our ability to 
insure against the very danger feared by the Citizens Committee—that 
is, the destruction of our cities. 

A vital function of our defense is deterrence—a defense which, over- 
all, is so formidable and effective that an attack against us will not 
be undertaken in the first place. 

An effective deterrent must be able to insure that an aggressor, 
even though he may strike the first blow, is made to realize in advance 
that he cannot expect to escape retaliation so severe as to make the 
attack inadvisable in the first place. 

In the opinion of the President and our highest military authorities, 
our defense has not been neglected, and we do have this capability. 
The arming of other free nations does not weaken our own defense: 
on the contrary, it greatly strengthens it. The forward stationing of 
American forces, the availability of advanced bases to warn of and 
defend attack, and the powerful defensive forces of our allies all 
contribute to the power of deterrence and, when necessary, contribute 
to resistance. Were it not for the early warning facilities beyond our 
continental limits and our overseas bases, both of which are materially 
enhanced by the military assistance program, the danger of our 
security which the authors fear would be far greater. 


mI 
Item No. 1. Impact of Foreign Aid on Political Systems 


Statement 


“The Citizens Committee” argues that foreign aid ‘has tended to pro- 
mote philosophies akin to communism’ and ‘is helping to establish the 
very system of state slavery we set out to combat.’ By way of proof, 
they allege the following: 

“(a) Our dollars helped Britain to nationalize the Bank of 
England, and the gas, electric, railways, canals, and coal mining 
enterprises in the U.K. 

“(6) Our dollars assisted Britain to adopt socialized medicine. 

“(¢e) Our dollars have gone mostly to foreign governments and 
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provided the means to start state enterprises or to take over pri- 
vately owned businesses. 

“(d) We encourage governments, as a condition of aid, to 
adopt programs similar to the Soviet 7-year plan.” 


Comment 


These “proofs” may be considered one by one. 

(a) Foreign aid and nationalization.—F oreign aid neither helps nor 
hinders nationalization of internally owned enterprises. It is totally 
irrevelant. A government wishing to nationalize an enterprise as, 
for example, the railroads, can compensate the private owners in gov- 
ernment stock, as the British Government did, or in local currency. It 
needs no U.S. dollars to do this. As a result of nationalization, the 
private owners hold Government stock in lieu of railroad stock; the 
Government has a claim on the profits of the railroad; and the private 
owners have a claim on the revenues of the Government. What oc- 
curs is a shift in ownership inside the country of internal assets. This 
shift in ownership can be made whether a country is rich or poor; and 
the availability of external assets is immaterial. The railroads may be 
better or more poorly run than before, but it needs no foreign aid to 
effect the transfer of ownership. As for the implications of this na- 
tionalization, it should be noted that the-British Labor Party was voted 
into power by the British people after the end of the war on a platform 
that called for nationalization of certain key industries. The ma- 
jority of the British people apparently wanted the Government to 
take over ownership of these enterprises. If the British people should 
become dissatisfied with the way the Government operates these enter- 

rises, they can always effect a change back to private ownership. 

heir Government, like ours, is government by consent of the governed, 
and the people determine the degree of Government participation in 
economic activity. The British philosophy is no more akin to com- 
munism or state slavery than is that of any municipality in the United 
States that owns the local streetcar.system. 

(6) Our dollars have assisted Britain to adopt socialized medi- 
cine.—Our Marshall plan aid is totally irrelevant to British socialized 
medicine. British doctors, like British schoolteachers, are now paid 
by the Government rather than by their clients. The British people 
pay taxes to the Government, and their tax moneys pay for their 
medical services. It requires no foreign aid to socialize medicine. 

It would appear that the majority of the British people believe 
that medical care, like education, is a service that should be provided 
by the Government, and they are prepared to pay the taxes necessary 
for medical service just as they pay taxes for educational services. 
If they should become dissatisfied with Government medical services, 
they are a free and sovereign people and can instruct their Govern- 
ment to revert to private medicine. 

British medical service is different from ours. It does not make 
their form of government hostile to ours. The British people continue 
to enjoy the basic liberties of free speech, free press, free assembly, 
free worship, trial by jury, etc. They believe, perhaps mistakenly, 
that they are enjoying better health. 

(c) Aid dollars have gone mostly to foreign governments and. pro- 
vided the means to start state enterprises or to take ever privately 
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owned businesses.—It is,.bf course, true that U.S. aid has been chan- 
neled through governments. In large part it has gone to finance the 
import of food, cotton, chemicals, steel, and other commodities needed 
for the normal functioning of the economies of the aided countries. 
These supplies have generally been distributed through normal com- 
mercial channels within the country and no “state enterprises” as 
such have resulted. In part, our aid has been provided to help gov- 
ernments establish the basic facilities on which private enterprise de- 
nds: the roads, dams, bridges, harbors, irrigation systems, and the 
ike that it is the responsibility of governments to provide. In some 
instances U.S. aid has been made available to finance enterprises such 
as fertilizer or cement plants that in the United States would normally 
be financed and operated by private persons. This was done because 
these enterprises were regarded as of critical importance to the eco- 
nomic progress of the countries concerned, and neither private funds 
nor private enterpreneurs were prepared to undertake the enterprises. 
In no case has aid been made available to enable governments to take 
over privately owned businesses. On the contrary, it is an important 
element of our foreign aid policy to promote private enterprise, and we 
have undertaken a wide range of programs to do so. 

(d) We -encourage Soviet-type 7-year plans——We do indeed en- 
courage governments to formulate long-term development plans. The 
formulation of such plans is an essential in any country where needs 
exceed its resources, in order to assure an equitable division hetween the 
public and private sector and the most effective use of limited resources 
to,promote the national interest. These are not Soviet-tvne nlans for 
the complete and detailed control of the economy. Developing coun- 
tries cannot finance in one fell swoop all the roads, dams, powerplants, 
irrigation systems, and other improvements that their economies need. 
They have to determine where the bottlenecks are and to plan for the 
years ahead how much of their resources can be devoted to roads, how 
much to multipurpose flood control, navigation, and power, etc. The 
purpose of a development plan of the kind we encourage is to see not 
only that scarce public resources are applied to high priority projects 
but also adequate opportunity «nd encouragement are promoted to 
permit enterprises to play an effective role in the development of the 
nation. This is not statism. state slavery, or communism. It is sensi- 
ble forward planning not dissimilar to the 10-year highway improve- 
ment and development plan‘the-U.S. Government has formulated. 


Item No. 2 
Statement 
“The argument is advanced that by raising living standards foreign 
aid prevents the spread of communism. It is a mistaken idea, how- 
ever, that communism breeds on poverty. There is no proof that a 
high standard of living is the enemy of communism.” 


Comment 


It is indeed a mistaken idea that communism thrives on poverty. 
Communism thrives of frustration, resentment, grievance, and unrest. 
Poverty that is accepted as ordained or in the nature of things is no 
threat. It is when poverty and backwardness are no longer accept- 
able that communism has its opportunity. 

The peasants who feel exploited by the money lenders and the 
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absentee landlord; the workers who feel battened on by the capitalists; 
the journalists, teachers, and students who cannot find jobs suited to 
their training and talents—these are the people who become dis- 
affected. The journalists may be materially far better off than the 
workers, and the workers in turn far better off than the peasants. 
But they all have in common a deep resentment against their economic 
position. The root of their grievance is economic. If they are deeply 
dissatisfied and if they come to believe that the economic and social 
institutions under which they live offer no hopes of change, they will 
seek extreme solutions. They will in time i organized and mar- 
shaled by demagogs who promise to correct their grievances. 

In the less developed countries today, this resentment is widespread 
and deeply felt. It affects all classes: the landless laborers, the debt- 
ridden peasants; the urban unemployed; the intellectuals whose 
aspirations have outrun their opportunities. It is a resentment 
against economic backwardness. ‘These people are looking to their 
governments for economic and social improvement. They no longer 
accept backwardness as ordained and in the nature of things. If 
their governments can offer them nothing but continued stagnation, 
they will turn to others—to native totalitarians or to the Commu- 
nists—for solution. 

Economic progress is a very important factor in preventing the 
spread of communism. People do not seek extreme solutions in so- 
cieties where morale is high because people have hope for the future, 
a sense of oppertaniiy, the feeling that tomorrow will be better than 
today, that their children will enjoy opportunities they themselves 
have been denied. This confidence they derive from the opening up 
of opportunities as the economy grows; schools, health clinics, agri- 
cultural extension services, factories, and powerplants. It does not 
matter that the progress is slow in an overall statistical sense. The 
important thing is the direction, the trend, the sense of forward 
movement. 

Economic progress is not a cure-all. It will wie pr an peace 
and democracy. But it can meet certain critical needs. It can pro- 
vide jobs for the jobless and land for the landless. It can provide 
satisfactory outlets for restless intellectuals. It can help to provide 
elbow room for the accommodation of racial and religious minorities. 
It can reduce the tensions within that threaten to tear these societies 
apart, and it can reduce the clamor for crusades against those outside. 
It can replace apathy and disaffection with hope and confidence. 
Governments that are successful in meeting the challenge of growth 
under free institutions can secure the loyalty and support of their 
peoples for such institutions. This is the rationale for the foreign 
aid program, to help moderate governments meet the challenge of 
growth successfully. 

Item No, 3 
Statement 

“Many Americans will be astonished to learn that strong encourage- 
ment for foreign aid originally came from Joseph Stalin. His ‘Marx- 
ism and the National Colonial Question,’ pages 115-116 reads in part: 
‘It is essential that the advanced countries should render aid—real and 
prolonged aid—to the backward nationalities in their cultural and 
economic development. Otherwise, it will be impossible to bring 
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about the peaceful coexistence of the various nations and peoples— 
within a single economic system that is so essential for the final tri- 
umph of socialism.’ Through foreign aid the United States is follow- 
ing Stalin’s spending prescription for the establishment of a ‘single 
economic system that is so essential for the final triumph of socialism.’ 
From the start the Kremlin has been determined to make capitalism 
pay for its own funeral.” 


Comment 

This point of this quotation from Stalin is made by the elimination 
of certain keywords from the original—so that the meaning is exactly 
reversed. It is interesting to read the statement as Stalin actually 
wrote it, rather than as the Citizens Committee quotes it: 


The actual quotation—with the omitted words italicized—is given 
below: 


* * * That is why it is essential that the triwmphant pro- 
letariat of the advanced countries should render aid, real and 
prolonged aid, to the toiling masses of the backward nationali- 
ties in their cultural and economic development; that it should 
help them to rise to a higher stage of development and to catch 
up with the more advanced nationalities. Unless such aid is 
forthcoming it will be impossible to bring about the peaceful 
coexistence and fraternal collaboration of the toilers of the 
various nations and peoples within a single world economic 
system that is so essential for the final triumph of socialism. 





The article was written by Stalin in 1921 at a time when the Russian 
Communist leaders hoped and expected that their revolution would be 
followed by similar revolutions in the more advanced countries of 
Europe. Stalin wanted the advanced countries, after their successful 
Communist revolution, to give economic and cultural aid to the masses 
of the backward people so that they too could achieve “socialism” of 
the Soviet type. There is nothing in the text to suggest that the ren- 
dering of aid by capitalist countries to the less-developed countries 
would result in “socialism.” 

Stalin’s real argument was that aid from the communized advanced 
countries to the underdeveloped countries would bring them into the 
Communist orbit. This is what the Soviet Union and its satellites 
are now trying to do with a large and rapidly increasing program. 

It is the basic concept of the U.S. and the free world programs that 
aid from free nations will help these new nations to advance in concert 
with the free—not the Communist—world. 


Item No. 6 
Statement 


“More than a fourth of our Federal debt has resulted from budget 
deficits caused by our foreign aid program. Annual interest on the 
aid portion of our debt is about $2 billion. This interest, together 
with foreign aid appropriations totals some $7 billion annually. Thus 
our past and present foreign aid programs are consuming the equiva- 
lent of 20 percent of our personal income tax collections.” 


Comment 


Budget deficits are caused by an excess of total Government ex- 
penditures over total Government receipts. In fiscal year 1958, Gov- 
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ernment expenditures for the mutual security program were $3.6 
billion out of a total budget expenditure of $71.9 billion. It can, of 
course, be said that if the mutual security program had been eliminated 
there would have been no budget deficit. It can also be said that if 
the veterans services and benefits program ($5 billion) or the agri- 
cultural program ($44 billion) or the atomic energy program ($2.3 
billion) or various subsidies to shipping and airlines and the like, had 
been eliminated, the deficit would have been less; there might even 
have been a surplus to reduce the national debt. It can be alleged 
that any particular Federal budget expenditure one does not like is 
the cause of the deficit. 

The fact is that expenditures for the mutual security program, like 
Government expenditures for other basic programs, are necessary to 
protect the liberties, promote the prosperity, and defend the security 
of the American people. 

The public debt of the United States rose from $252.3 billion on 
June 30, 1948 to $276.3 billion on June 30, 1958, a net increase of $24 
billion. While it is not possible to attribute any one part of the increase 
in the public debt to a particular type of expenditure of the Federal 
Government, it is possible to relate mutual security expenditures to 
total Federal expenditures during the period and then prorate part 
of the increase to the mutual security program. The calculation 
follows: (a) total budget expenditures of the Federal Government in 
the period July 1, 1948, through June 30, 1958 were $603 billion; (0) 
for the same period the cost of the mutual security program (military 
and economic) was $46.2 billion; (¢) on a pro rata basis, the mutual 
security program accounted for 7.7 percent of total Federal Govern- 
ment expenditures; (d) on this basis, about $1.85 billion of the total 
debt increase of $24 billion is accounted for by the mutual security 
program. Similarly, one could say that since interest payments on the 
pub ic debt of $276 billion is about $7.7 billion, the interest payments 

‘chargeable” to the $1.85 billion mutual security “portion of the public 
debt” is about $50 million. 


Item No. 6 
Statement 


“Money spent for goods and services to be used as foreign aid 
creates consumer buying power but not consumer goods for Americans. 
Hence, such foreign aid is by its very nature inflationary.” 


Comment 


It is quite true that expenditures in the United States for the export 
of goods and services to foreigners create consumer buying power but 
not consumer goods for Americans. Whether or not such expenditures 
are inflationary, however, depends on other factors. If labor is unem- 

loyed and business is not operating at full capacity, the domestic 
impact of foreign aid expenditures would not be inflationary. Rather, 
the effect would be job-creating. This has been the fact in the recent 
period. 
Item No. 7 
Statement 

“It is alleged that foreign aid is responsible for the employment of 

600,000 American workmen. This claim ignores the fact that Amer- 
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ican workmen are already suffering from unemployment resulting 
from foreign aid grants to competitive industries abroad. . . . Today 
we have nearly 5 million unemployed; foreign aid has been & con- 
tributing factor.” 


Comment 


The claim that foreign aid is partly responsible for the increase in 
unemployment today is completely unsubstantiated. The increase in 
unemployment from some 2.8 million persons in the 1955-57 period to 
more than 5 million in 1958 can be attributed largely to domestic 
factors, in particular the reduction in business spending for new plant 
and equipment and the liquidation of business inventories. The sharp 
decline during the recession was in heavy industry. Output and sale 
of consumer nondurable goods fell only slightly. With the resump- 
tion of economic expansion, the big pockets of unemployment continue 
to be in the durable goods field, in coal mining, and in railroading and 
transportation generally. While the reasons for continued unemploy- 
ment in these sectors are many, it cannot be said that one of the reasons 
is the development of competitive enterprise in the less developed 
countries of Asia and Africa to which the bulk of our foreign aid 
funds now goes and has gone for the last several] years. The ses 
accounting for continued unemployment in nondurable goods indus- 
tries such as textiles, over the last 5 years include the competition of 
synthetics, the lower labor input required for production of synthetic 
fibers as compared with natural fibers, increased domestic produc- 
tivity as a result of more efficient plant and operations as well as 
foreign competition. With respect to the latter, it should be noted 
that Japan and Hong-Kong, significant competitors in the textile 
field, receive no foreign economic aid from the United States. 

It may also be pointed out that (a) foreign aid expenditures in 
their country do in fact help directly to increase employment; and 
(b) as other countries develop and increase their earnings, they become 
better customers. For example, in West Germany where the produc- 
tion of manufactured goods increased 110 percent between 1950-57, 
their imports of manufactured goods increased over 300 percent and 
their imports of such goods from the United States increased over 
500 percent. 

This is not to deny that economic development abroad may increase 
competition for particular United States industries, but the adjust- 
ments that particular United States industries may need to make as a 
result of such competition are much easier to make in an expanding 
world economy. Within the United States itself, competition within 
and between industries requires continuing adaptation. This is what 
we mean by free competitive enterprise. 


Item No. 8 


Statement 

“Moreover, the International Cooperation Administration (ICA) 
purchases frequently discriminate against American production. For 
example, in 1957, our ICA textile expenditure was $96.3 million, of 
which only $7.2 was spent for American textile production.” 
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Comment 


The ICA procures commodities from the most economic free world 
source on the basis of international competitive bidding. This pro- 
curement policy is followed because— 

(a) Worldwide procurement—purchasing in the most economic free 
world markets reduces the cost of the mutual security program. 

(5) Mutual security program expenditures made offshore are not 
lost to American business. The payments to foreign suppliers are 
within a short time translated into purchases of American goods and 
services; or if they are held as reserves, they have the beneficial effect 
of breaking down trade restrictions and discriminatory practices. 
Certainly the recent increases in European reserves were instrumental 
in the establishment of partial convertibility of European currencies. 

(c) Offshore procurement helps our industrialized allies who want 
trade and not aid. 

(d) The elimination of international competitive bidding would 
mean a systematic discrimination against the efficient American pro- 
ducer in favor of the less efficient producer. Such a system of non- 
selective subsidization would not serve the best interests of the U.S. 
economy. , 

(e) Purchasing from the most economic free world source corre- 
sponds to our basic principle of a free competitive trade system. It 
is a modest contribution toward the promotion of the economic system 
we advocate. It shows that we practice what we preach. 


Item No. 9 
Statement 


“Administration propaganda seeks to minimize the impact of our 
foreign aid burden by emphasizing that it is a mere 1 percent of our 

oss national product. What this propaganda does not tell is that 
oreign aid facilitates the flight of old from U.S. control and con- 
sumes the equivalent of 20 percent of our personal income tax.” 


Comment 


Relating the mutual security program to the total national product 
is the only meaningful overall indicator of the economic cost of the 
program ; it tells us how much of our national output we devote each 
year to foreign aid. 

It is not meaningful to relate a particular Government expenditure 
to one type of tax which has been singled out from the various sources 
of U.S. Government revenue. Mutual security expenditures in recent 
years have ranged between 10 and 13 percent of personal income tax 
collections, but this has no more meaning than the fact that defense 
expenditures represent 110 percent of the personal income tax. It 
could be said with equal logic that the entire mutual security program 
is paid for from the excise taxes on liquor and tobacco since the total 
cost of the military and economic assistance program is about $1 billion 
less each year than those taxes. 

It is more meaningful to judge how much more the United States 
would be required to expend from the income tax and all other sources 
of revenues to safeguard its own security if there were no mutual se- 
curity program. It is the judgment of the President that the cost 
would be many billions more. 
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Item No. 10 
Statement 


“The Administration is eager to keep foreign aid and all foreign 
policy strictly on a bi-partisan basis in the Congress. In the last 
three Presidential campaigns, candidates of both major parties care- 
fully avoided making foreign aid an issue. As a consequence, tax- 
payers in our Republic have never had an opportunity to express them- 
selves on foreign aid at the polls.” 


Comment 


Foreign aid has not been an issue in the last three presidential cam- 
paigns because both political parties and their candidates recognize 
that the mutual security program is essential to the security and 
welfare of the United States. 


Item No. 11 
Statement 


“Unfortunately, our acknowledged Federal debt is only a fraction 
of our real debt. It has been reliably estimated that our true Federal 
debt obligations amount to about $838 billion. This figure is reached 
by totaling existing legislative commitments of $105 billion, social 
security obligations of $350 billion, and a Federal Reserve contingent 
liability of $100 billion, together with the Federal Treasury debt of 
$283 billion. 

“Tn addition to the $838 billion Federal debt obligations, our private 
individual debt is $238.5 billion. Our net private corporate debt is 
$236.1 billion. The State and public local debt is $50.9 billion. 

“The inflationary result of these enormous debt burdens, coupled 
with confiscatory income taxes, is fast undermining our economy.” 

“* * * Asa result of this dollar devaluation and the increased ve- 
locity of money circulation, in the past 20 years the value of fixed in- 
comes, of all bank accounts, insurance policies, Government, State, 
and municipal bonds, and all other indebtedness has been cut in half. 
Thus the losses already inflicted on the American people are enormous. 
The same processes continue—and the end is not in sight.” 


Comment 


The committee’s comments on public and private debt in the United 
States are irrelevant to the subject of foreign aid. The committee 
appears to be riding a hobbyhorse of its own. 

It may be of interest, however, to compare the increase in our debt 
with increases in national output and income. The table below com- 

ares changes in gross national product and income with changes 
in debt for the 10-year period 1948 to 1958. It indicates in clear 
and unmistakable terms that the burden of total debt to total output 
or income has not significantly increased and the Federal debt has 
increased at a substantially smaller rate over the past decade. 
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And what is even more important, present indications are that the 
ratio of debt to national output and income will grow even more 
favorable in the foreseeable future. 

Although the growth of debt in our economy has created a number 
of problems, it cannot be said that the national well-being has deterior- 
ated in the past decade. At the present time our total national pro- 
duction of all goods and services is at an annual rate of over $460 bil- 
lions. This is more than 40 percent greater—at constant prices—than 
our output in 1948, and over 120 percent greater than the total value 
of production in 1939. Per capita personal income after taxes in 
dollars of constant purchasing power is 16 percent greater than in 
1948, and 60 percent greater than in 1939. This is the real measure of 
our increased national wealth and steadily increasing living standards. 


Item No. 12 
Statement 


“The impact of our foreign aid on the economy of nearly all the 
recipient countries is likewise inflationary and damaging. Many 
times foreign aid has financed new producing and manufacturing 
facilities without coordinating secondary industries and markets. 
This has resulted in dislocation and the need for further gifts.” 


Comment 


Allegations such as this one for which no evidence or even purported 
evidence is produced can be answered only in generalities. 

As a general matter, the impact of foreign economic aid is not infla- 
tionary. In fact, the purpose and the effect of much of our commodity 
aid is specifically to counteract the inflationary effect of defense and 
investment expenditures undertaken by aided countries. 

Aid to help countries establish new producing and manufacturing 
facilities is not inflationary once the facilities begin producing. While 
the facilities are being constructed and before * am produce, expendi- 
tures for local labor and local materials may, under certain circum- 
stances, have inflationary effects. Where it appears that such would 
be the case, U.S. aid is provided to cover part or all of the local costs 
for the precise purpose of counteracting the inflationary effects of the 
investment in its gestation period. 


Item No. 13 
Statement 
With the exception of Germany, every country receiving our foreign 
aid in the past 10 years found that its currency is softer than before 
the aid was given.” 
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Comment 


This statement is not supported by the facts. The major interna- 
tional curriences—i.e., the currencies which, with the dollar, are used 
to finance most international transactions—are substantially stronger 
today. The most dramatic evidence of this is the recent return of these 
currencies for the first time since 1939 to external convertibility. On 
December 29, 1958, all sterling currently earned (and certain forms of 
past earnings) by nonresidents of the sterling area became freely con- 
vertible, on demand, into dollars. This action by the United Kingdom 
was cose followed by similar measures by Germany, France, 
Belgium, Luxembourg, the Netherlands, Italy, Norway, Denmark, 
Sweden, Finland, Austria, and Portugal. 

These measures go far in meeting long-held objectives of the United 
States. They reflect, and became possible as a result of, regained 
financial and economic strength by these countries. 


Item No. 14 
Statement 


“The time has arrived when free world countries must help them- 
selves. They must establish sound, enduring economies of their own 
lest they perish, the victim of predatory socialistic forces. For us 
to continue foreign aid is a disservice to the recipients. The longer 
this aid is extended, the longer will be their delay in establishing 
self-sufficiency.” 


Comment 


The free world countries are helping themselves now. It is the 
purpose of our foreign aid to add a critically needed margin of tech- 
nical assistance and resources. Certainly the experience of the Mar- 
shall plan would suggest that we did not do a disservice to the 
recipients and that aid helped rather than delayed their recovery. 
— of these countries are now joining in the effort to help the less 
developed nations in their progress. 

These nations we are now aiding must indeed “establish sound, 
enduring economies of their own” if they are to remain within the 
free world. It is precisely the purpose of our aid to help them do so. 
The main effort must be and is theirs but our aid, together with that 
of those other industrialized countries we have aided in the past, can 
spell the difference between success and failure. 


IV. FOREIGN AID AND FREE WORLD ECONOMY 


Item No. 1 
Statement 
“In a recent speech Mr. William McChesney Martin, Chairman of 
the Federal Reserve Board, said : ‘One distressing experience (during 
a recent trip abroad) was to find among intelligent and perceptive 
men in those countries a growing distrust over the future of the Amer- 
ican dollar.’ ” 


Comment 


What Mr. Martin really said in the December 12, 1958, speech from 
which the above excerpt was taken was: 
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A recent trip to several countries of the Far East gave me 

a welcomed opportunity to see ourselves as others see us. 

One distressing experience was to find ens, intelligent and 

parceptize men in those countries a growing distrust over the 

uture of the American dollar. Whether or not it is justi- 

fied—and certainly I think it is not—it is important to recog- 
nize that this feeling exists. 


This Far East attitude toward the U.S. dollar, Mr. Martin went on 
to say, derived from a concern over anticipated higher prices for 
American goods and U.S. budget deficits, and he declared: 


As a nation, however, we can afford to expend whatever is 
required for national defense and foreign aid. 
In any event, 


Mr. Martin added, 


confidence is perhaps the fundamental factor in money and 
currency. ‘Those of us who are charged with responsibility 
for our monetary affairs recognize this clearly. Money must 
not only be a medium of exchange and a standard of value, 
but it must be something in which people have basic 
confidence. 


He concluded with a pledge that the Federal Reserve System will do 
everything in its power to safeguard our currency. 


Item No. 2 
Statements 


“At home, this growing loss of confidence in the dollar is evidenced 
by the current flight of gold from U.S. ownership. Foreign govern- 
ments and banks with dollar credits in the U.S. can demand and receive 
payment in gold. But our government will NOT redeem in gold, 
dollar credits owned by U.S. citizens.” 

“There is no evidence in 1959 that this flight of gold has ceased.” 

(Foreign aid) “is partially responsible for the alarming flight of 
gold from our control; * * *.” 

Comment 


Apparently the reference to “the current flight of gold from U.S, 
ownership refers to the net sales of $2.3 billion of U.S. gold last year 
when a number of Soi countries were rebuilding their gold reserves 
to what they considered more normal levels. The largest decline dur- 
ing 1958 occurred in the second quarter—$1,038 million; in the third 
quarter the decline was $483 million, and in the last quarter, $339 mil- 
lion. During the first quarter of 1959, our gold stocks declined only 
$92 million. 

We do not extend to foreign private banks or foreign private citi- 
zens the privilege of converting their dollar assets into gold. We 
maintain, as an important phase of our monetary policy, the practice 
of buying gold from and selling gold to foreign governments, central 
banks, and under certain circumstances, international institutions, for 
the purpose of settling international balances and for other legitimate 
monetary purposes. 
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It should be noted that gold purchases from the United States by 
. foreigners last year were not accompanied by a decline in their dollar 

holdings, in the aggregate. They did not as a group shift from ac- 
cumulated dollar balances into gold. Instead, as shown in our bal- 
ance of payment data, they continued to increase their liquid holdings 
by $1.1 billion, indicating their continued confidence in the dollar. 

The net sale of gold by the United States in 1958 is not alarming. 
Changes in the direction of gold movements occur from time to time 
and the outflow of gold last year has offset the purchases of gold by 
the United States in previous years. Our gold stocks are now some 
$12 billion greater than at the end of 1934. In this connection the 
following data concerning changes in our gold stocks since 1934 may 
be of interest : 


Treasury gold stocks 


{In millions of dollars] 
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Foreign gains of gold and dollars from transactions with the United 
States are the net result of all of the international transactions of the 
United States, including trade, tourism, military expenditures abroad, 
private capital outflow, as well as foreign aid, etc. They cannot be 
ascribed to a particular category of transactions. 


Item No. 3 
Statement 


“* * * In addition, individual foreigners, again with the help of 


our foreign aid, have become heavy investors in American securities. 
* * *)») 


Comments 


During the 4 years 1955-58, net purchases by foreigners of U.S. 
corporate securities totaled about $600 million. Europeans bought 
$729 million; Latin Americans bought $111 million; Canadians sold 
$318 million, and the rest of the world, including international in- 
stitutions, bought $82 million. (See Federal Reserve Bulletin, March’ 
1957, p. 329.) 

Since the bulk of U.S. foreign economic aid goes and has gone 
over the last 4 years, predominantly to the countries of Asia and 
Africa, it can hardly be said that foreigners are investing in U.S. 
securities “with the help of foreign aid.” 
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Item No. 4 
Statement 
“Our gold stock reduction menaces our economy. Today the U.S. 
gold ratio to our own money has actually declined to a figure lower 
than that during the depth of the 1933 depression !” 


Comment 

While the ratio of gold to money supply (demand deposits in banks 
plus currency in circulation) is lower than during the depth of the 
1933 depression, it will be recalled that the money supply had fallen 
to an abnormally low level during that depression when people were 
trying to liquidate debts and ahem many banks were closing. In 
such a period, the amount of gold was a high proportion of a very 
restricted money supply. Between the end of 1933 and the end of 
February 1959, our gold stock rose $16.5 billion. Our money supply 
rose even more in line with the growth of our national production. 


Vv. FOREIGN AID ADMINISTRATION 


Item N o. 1 
Statement 


“The field supervision of 2,000 economic aid projects scattered about 
the globe is a prodigious undertaking. It involves the allocation of 
large quantities of grant aid (money); it involves engineering and 
technical assistance. Qualified specialists to manage and operate so 
vi foreign projects of widely varying nature are impossible to 
obtain. 

“On the planning and policy level in the ICA and the Department 
of State, the practical experience of the personnel has not qualified 
them to manage what is actually the largest engineering, supplying, 
and banking operation in the world. Men who would be able to handle 
such jobs enjoy good positions in private enterprise and are unwilling 
to serve under the direction of Federal bureaucrats.” 


Comment 


In the first place, this criticism disregards the fact that a large 
proportion of the aid administrators, especially on the planning and 
policy levels in ICA and the State Department, have had successful 
and responsible private business experience. They have included such 
distinguished businessmen as Paul Hoffman, Averell Harriman, Wil- 
fag . Foster, William Rand, and Douglas Dillon, to mention only 
a few. 

Furthermore, the “Citizens Committee” contention that the par- 
ticular competence needed to administer the aid program is such that 
only experience in private enterprise can prepare for it is not supported 
by the Facts. Career Federal employees have played a significant role 
in the successful administration of all parts of the government— 
including the Mutual Security Program. Considering only the tech- 
nical aspects of ICA programs, a very large part of the activities are 
in areas which even in our country are handled by public officials. 
Many of the technical tasks undertaken by ICA are not different 
from those of the agricultural county agent, the public school ad- 
ministrator, the services of the Bureau of Reclamation, the Bureau 
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of Public Roads, the Federal Aviation Agency, the Geological Survey, 
_ the Public Health Service, and many other services provided by the 
Federal and State Governments. A large proportion of ICA personnel 
has been recruited from these services. The criticism is both unjusti. 
fied and disparaging to these highly competent domestic government 
services. 

The “Citizens Committee” also appears to be unfamiliar with ICA 
operations, since their reference to large supply and banking opera- 
tions seems to imply direct ICA action in these fields. As a matter of 
fact, supply and banking activities are largely conducted through 
private facilities in normal, business fashion. 

Finally, ICA does contract directly with print business to do a 
substantial part of its aid work. As of December 31, 1958, of a total of 
7,936 Americans employed at home and in the field on all aspects of 
ICA aid, 2,060 or 25 percent were private contract employees. Practi- 
cally all major engineering, construction and industrial activity is 
being undertaken through private contractors. Similarly private 
contracts play a major role in the educational portion of ICA activities. 
Of the very large and very important training activities of ICA in this 
country, the overwhelming portion was through the services and fa- 
cilities of the private economy. 


Item No. 2 
Statement 


“A total of $3 billion foreign aid funds has been granted to foreign 
owers to help reduce their national debts and to balance their 
udgets. To extend this aid, we ironically had to borrow the money !” 


Comment 


It is not clear how the $3 billion figure was computed. We do not 
provide assistance for the purpose of helping other governments 
balance their budgets but to accomplish certain specific results in the 
interest both of the United States and of cooperating countries, such 
as maintaining military forces of a given size. Dollar aid funds have 
not been used to reduce internal government debts, and counterpart 
funds have not been so used since the introduction of prohibitory 
amendment in the Mutual Security Act years ago. 

The allegation that we “had to borrow the money” is dealt with in 
the comment on the statement on the Federal debt. It is interesting 
to note, however, the inconsistency between this allegation that mu- 
tual security program funds were “borrowed” and the allegation that 
aid “consumes the equivalent of 20 percent of our personal income 
tax. 

Item No. 3 
Statement 


“There are instances of U.S. Government checks having been turned 
over to foreign officials for budget support with no record of how the 
money was spent.” 

Comment 


This complaint presumably refers to cash L praps Cash grants are 
an exceptional procedure and have been used in only eight countries 
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under the mutual security program. These countries were Iran, Jor- 
dan, Lebanon, Laos, Bolivia, Haiti, Vietnam, and Turkey. In fiscal 
years 1957 and 1958 less than 2 percent of mutual security program 
obligations were in the form of cash grants. The U.S. Government 
did not create and could not, with safety, ignore the exceptional in- 
stances of actual or incipient conflict or crises which gave rise to the 
use of cash grants as the appropriate form of assistance to protect our 
best interests. In all those instances the United States action helped 
stave off more drastic conditions, and in most of those cases, the cash 
grant has contributed to a bettering of the situation to the extent that 
normal procedures have been resumed. 


Item No. 4 
Statement 


“Foreign aid has given more than $2 billion to governments that are 
hostile to the United States. This includes the Soviet Union, Yugo- 
slavia, and Poland.” 


Comment 


On page 1 the report cites with apparent approval the relief assist- 
ance authorized by Congress to the Soviet Union in 1921 and 1923. 
Of “foreign aid” given to Communist countries since the end of World 
War II over $900 million falls in the same category. The bulk of this 
was UNRAA aid motivated by humanitarian purposes and directed to 
our war-time allies; it was given prior to the closing down of the Iron 
Curtain and before the initiation of the Marshall plan. A much 
smaller portion given since then assisted Hungarian refugees, unwill- 
ing victims of Communist tyranny in East Germany, and provided 
some famine and extraordinary relief in Hungary. 

Apart from such relief assistance, only Yu om nail and Poland, 
among Communist governments, received aid since the beginning of 
the mutual security program. Our aid to Yugoslavia has made it 

ssible for Nnmelevin to maintain its independence from the Soviet 

loc. It serves to demonstrate that Communist countries which free 
themselves from Soviet control and do not attempt to subvert the Free 
World can enjoy mutually advantageous relations with the United 
States. The current situation, the fruit of past assistance, provides 
an opportunity to foster a closer association era Yugoslavia and 
the West. Similar considerations have been the basis of our recent 
assistance to Poland. Although the situation in Poland is not identi- 
cal with that in Yugoslavia, it is in the interest of the United States 
to foster greater independence in Polish policies and less economic 
reliance on Soviet Russia. 

A detailed account of all assistance to now Communist countries 
since the end of World War II is found on pages 4861-4862 of the 
Congressional Record of April 7, 1959. A summary follows. 

(1) Albania received $20.4 million in relief assistance from the 
United States through the United Nations Relief and Rehabilitation 
Administration (UNRRA). This relief was given immediately after 
World War II, and no U.S. aid was made available after June 30, 1947. 

(2) Czechoslovakia also received U.S. relief assistance after World 
War II through UNRRA in the amount of $183 million. Since 1948 
the only assistance given under the mutual security program has been 
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in the form of famine and other extraordinary relief for the Czech 
people, valued at $2 million, and even this was given before 1955. 

(3) East Germany.—The $17 million of assistance given the East 
Germans in 1955 represented food distributed to unwilling victims 
of Communist tyranny in East Germany and to flood victims in the 
a This aid was given, not to the government, but to the 

eople. 
5 (4) Hungary.—Of the $16 million in U.S. assistance attributed to 
Hungary, over $2 million was provided through UNRRA before June 
30, 1947. The remainder did not go to Hungary, but was largely 
used to help Hungarian refugees escaping Soviet oppression in 1956 
and 1957 and for famine and other urgent and extraordinary relief. 

(5) Poland received $364 million through UNRRA before June 
30, 1947. Approximately $1 million in assistance was also given by 
the American Red Cross and private agencies. Only $66,000 had been 
given under the mutual security program. Poland had also been 
loaned $78 million, of which about $25 million had been repaid by 
December 31, 1958. After Poland’s partial break with the Soviet bloc 
in 1956, the United States, in order to improve and stabilize the Polish 
economic situation, sold Poland U.S. surplus agricultural commodities 
totalling $138 million and loaned her about $55 million in dollar 
credits under the mutual security program. 

(6) U.S.S.R.—No aid of any type has been extended to the 
U.S.S.R. since 1947. There remains about $222 million owed to the 
United States representing lend-lease supplies furnished the U.S.S.R. 
at the end of the war; this aid was originally provided on a grant 
basis but was later converted to a loan basis. In addition, through 
UNRRA and the Red Cross, the United States made grants for emer- 
gency supplies amounting to $200 million between the end of the war 
and 1947. 

(7) Yugoslavia.—Assistance has been given to help that country 
steer a course independent of Moscow dominance, resulting from the 
Yugoslav break with the Soviet bloc in 1948 and the events of the past 
few years. Apart from military assistance (now terminated), Yugo- 
slavia received net grants and credits totalling $822 million from the 
United States through June 30, 1958. 


Item No.6 
Statement 
“To build an American exhibit in Moscow to be completed in July 
1959 $3.2 million foreign aid has been authorized.” 


Comment 

True. But this expenditure is far from “waste.” It is to take ad- 
vantage of a historic opportunity to present the accomplishments of 
the American way of life to millions of the Russian people. Under 
the East-West cultural exchange agreement of January 27, 1958, be- 
tween the Governments of the United States and of the U.S.S.R., the 
U.S. Government is to exhibit in Sokolniki Park in Moscow and the 
Soviet Government is to exhibit in the New York Coliseum. Both ex- 
hibitions will be held for 6 weeks during July-August 1959 and both 
will be devoted to displaying each country’s achievements in science, 
technology and culture. While each exhibition will contain industrial 
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items, neither is to be a trade fair, but a broad expression of national 
achievements in the respects just cited. 

The objective of the U.S. exhibition is to increase understanding in 
the U.S.S.R. of the American people, the land in which they live, and 
the broad range of American life, including American science, tech- 
nology and culture. It will be the first major American exhibition 
ever held in the U.S.S.R. and it is expected to draw 3144 million 
yeople. Although the arrangements are on a reciprocal basis with the 
Ur. »S.R. Government, the United States has more to gain from an op- 
portunity like this to acquaint the Russian people and its leaders 
with various facets of American life because of the restrictions imposed 
by the Soviet Government on the free circulation of ideas and 
information. 

Item No. 6 
Statement 


“Last year India received $325 million in foreign aid. A substantial 
part of this aid was given to support India’s second 5-year plan. Our 
dollar credits enabled the Indian Government to purchase equipment 
with limited Indian commitments to buy American goods.” 


Comment 


Far from “waste,” U.S. assistance to India is based on the policy 
of our Government, joined by a number of other governments of the 
free world, to help India succeed in its development program. This 
policy is based on the recognition of India’s growing importance as 
a member of the free world; it is the second most populous country 
of the world; it has a basic tradition of individualism and political 
liberty ; it is a functioning parliamentary democracy ; it has a growing 
stature and leadership among the newly independent nations of the 
world. This policy is also based on the fact that the contest between 
India’s effort to progress in freedom and Red China’s plan to make 
progress under communism is the focus of attention of all Asia and 
the future of the world may depend on the outcome. 

The $325 million here referred to represents loan commitments by 
the Export-Import Bank and the Development Loan Fund. In addi- 
tion, the United States assists India with a technical assistance pro- 
gram of about $6 to $10 million a year, and through sales of agri- 
cultural surplus commodities under Public Law 480. An agreement 
for $57 million surplus farm product sales was signed in June 1958, 
and another agreement for $239 million in September 1958. 

Of this assistance the Development Loan Fund loan of $175 mil- 
lion allows the procurement of commodities from the most economic 
free world source. The reasons for procuring on the basis of inter- 
national competitive bidding were given above. 


Item No. 7 
Statement 


“Point IV was originally established to export American ‘know- 
how’ to the underdeveloped countries. Instead, Point IV has become 
inextricably involved with industrial development, lush engineering 
contracts and surveys that have no relationship to the original 
purpose.” 
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Comment 


When in 1949 President Truman first proposed the “bold new pro- 

am (point 4) for making the benefits of our scientific advances and 
industrial progress available for the improvement and growth of un- 
derdeveloped areas,” he stated that 


technical assistance would include not only medical and edu- 
cational knowledge, and assistance and advice in such basic 
fields as sanitation, communications, road-building and gov- 
ernmental services, but, also, and perhaps most important, 
assistance in the survey of resources and in planning for long- 
range economic development. [Italics added. ] 


The technical assistance program was authorized by the act for 
International Development (Title IV of Public Law 535, approved 
June 5, 1950). It defined technical cooperation programs as 


rograms for the international interchange of technical 
owledge and skills designed to contribute to the balanced 
and integrated development of the economic resources and 
seamen capacity of economically underdeveloped areas. 
hese activities may include, but need not be limited to, 
economic, engineering, medical, educational, agricultural, 
fishery, minerals, and fiscal surveys, demonstration, training 
and similar projects that serve the purpose of promoting the 
one of economic resources and productive capacities 
of underdeveloped areas. [Italics added.] 


The technical assistance program has not deviated from the original 
purposes of the point 4 program which, from its beginnings, embraced 
surveys and all skills that contribute to the balanced economic growth 
of the aided countries. 

The funds appropriated for the technical cooperation program 
(point 4) are used to supply ICA technicians directly, to provide 
training outside their countries to foreign technicians (participants) 
and for services under contract. The “contract” services are the means 
by which ICA is tapping the broad range of talents of U.S. universi- 
ties, private firms, and voluntary agencies to bring them into the 
witk of technical cooperation. They are not “lush” contracts, and 
their purpose is to provide advice, to transmit skills, and to survey 


resources. 
Item No.8 

Statement 

“From an official report on foreign aid to oil rich Iran, the ‘United 
States aid and technical assistance programs in Iran which, between 
1951 and 1956, totaled a quarter billion dollars, were administered in a 
loose, slipshod and unbusinesslike manner * * * it is now impos- 
sible—with any accuracy—to tell what became of these funds.’ ” 


Comment 

ICA has freely acknowledged that there were inadequacies in the 
administration of the Iran program and that mistakes were made. 
However, the “Committee’s” conclusion is so sweeping as to create an 
inaccurate picture of the operation of the Iran program. The con- 
duct of this program may be evaluated fairly only when viewed in the 
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context of the political and economic chaos that existed in Iran during 
a substantial period of the aid program. Despite grave obstacles to 
the conduct of a smoothly functioning operation, and in the face of 
the physical danger to which the Missions’s staff were subjected, it 
was the considered judgment at the time that the program must be 
carried forward to demonstrate U.S. interest in Iran and to forestall 
a threatening communist takeover. 

In commenting on these circumstances before the subcommittee (the 
International Operations Subcommittee of the Committee on Govern- 
ment Operations) on May 29, 1956, Deputy Under Secretary Murphy 
said : 

In view of this situation there unfortunately was some 
wastage of supplies and at times a certain amount of dis- 
order in the handling and utilization of American equip- 
ment. Furthermore, some of the programs were un- 
doubtedly not as carefully prepared as they would have 
been in a more normal situation. Partly, as a result of 
the chaotic conditions under which the work was being 
carried on, it was not until the summer of 1954 that it was 
possible to put into effect the kind of effective inventory 
and accounting procedures which the situation seemed to 
require. These procedures at the present time are fairly 
satisfactory although they are constantly being im- 
proved. We believe that it was wise for TCA to push 
ahead rapidly with the programs even though there 
might be administrative shortcomings with regard to 
them. Events in Iran during the period 1951 to 1954 
are evidence of the correctness of this policy. 


As the ICA and its predecessor agencies became aware of the de- 
ficiencies in management practices efforts were made to correct them 
and these efforts have been productive. 


Item No. 9 

Statement 

“In 1953 our Government made $745 million, almost three-fourths 
of a billion dollars, available for the support of the French and their 
allies in the prosecution of the Indochina War. Our arrangements 
with the French for the control and accounting for this money were 
cumbersome and loose. Only a part of the $745 million had been spent 
when the French surrendered. Because of poor accounting and audit- 
ing the United States does not know how all of the $745 million was 
spent. After many months of attempted audit and negotiation the 
United States was able to recover $95 million.” 
Comment 

The statement by the Citizens Committee relative to accounting 
and auditing of the $745 million programed for the French Expedi- 
tionary Corps in Indochina during the close of the Indochinese war 
appears to have been taken out of context from a report of the U.S. 

neral Accounting Office. The General Accounting Office report 
gave full recognition to the fact that there were extenuating circum- 
stances surrounding this program by virtue of the fact that a war 
was going on and that the program was operated in a crisis context. 


38361—59—pt. 418 
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The General Accounting Office, while commenting on the observations 
about the inadequacy of auditing, took no formal exception to any 
of the transactions in the program. 


Item No. 10 
Statement 


“Our financial support of the British military aircraft program 
in the fiscal years 1953-55 was approximately $450 million. The 
planes being financed were unduly delayed in development. By the 
time full production was achieved, the planes were obsolescent. The 
London Financial Times wrote in December 1954 that our offshore 
financing of these British aircraft was ‘in fact just a rather clumsy 
method of making a grant of cash.’ Actually part of this cash served 
to make possible a British Government subsidization of its commercial 
jet transports in competition with U.S. manufactures.” 


Comment 


We are unable to find any figure which approximates the $450 mil- 
lion mentioned. There were discussions several years ago between 
the United States and the United Kingdom to assist the United King- 
dom to the extent of $400 million through its various mutual security 
programs because of the United Kingdom’s economic and balance of 
payments position and inability to fund the equipment required for 
NATO military force goals, but actual agreement was at a lower figure. 

Total cumulative military assistance program obligations in the 
United Kingdom for procurement of aircraft and components as of 
June 30, 1955, were $215 million. Obligations were subsequently re- 
duced to a total of $134 million (as of June 30, 1958). Thus, the Citi- 
zens Committee figure is an exaggeration of over 300 percent. 

In the case of the Javelin fighter, a contract was let for 177 aircraft 
at a cost of $64 million, provided it met USAF standards. Flight tests 
by the U.S. Air Force uncovered certain deficiencies in the perform- 
ance of the aircraft. To further develop and modify the aircraft to 
remove these deficiencies would have required a considerable period 
of time which would have decreased the useful lifespan of these air- 
craft. As a result of a reduction in the force goals of the United 
Kingdom and subsequent diversion and sale of these aircraft to other 
countries, there was a deobligation of U.S. funds. Total deobligations 
are reflected above. 

With regard to British Government subsidization of commercial 
air transport, this was and is a general practice amongst European 
nations and U.S. nonsupport of United Kingdom defense would have 
had little influence on the United Kingdom’s policy of subsidizing 
their air transportation in order to better their economic position. 


Item No. 11 
Statement 
“A New York Times dispatch from Karachi, Pakistan, dated Febru- 
ary 18, 1959, discloses that corruption and inflation are rampant; that 
of the $839 million received by Pakistan in foreign aid, of which $703 
million came from the United States, only $186 million according to 
an official admission was utilized on ‘constructive works’.” 
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Comment 


An extensive effort to identify the dispatch referred to was unsuc- 
cessful nor could the Washington and New York offices of the New 
York Times find the report. 

Pakistan has unquestionably had serious economic problems since it 
gained its independence. The most critical aspect is the inability of 
the Pakistan economy to provide a subsistence diet for its population. 
The purpose of the aid programs is to maintain economic stability 
while permitting Pakistan to make its defense contribution as a mem- 
ber of the Southeast Asia Treaty Organization and the Baghdad 
Pact, and to promote economic growth so that the Pakistan economy 
can in time become self-supporting. 

The cumulative figures mentioned in the above cited paragraph 
cannot be readily identified. Economic aid obligations to Pakistan 
under the mutual security program amounted to $305 million as of 
the end of the fiscal year 1958. Other assistance, mostly agricultural 
surplus sales under Public Law 480, amounted to slightly over $200 
million. There is no way of knowing what the $186 million “con- 
structive works” represents since the context of the “dispatch” is not 
stated. It is conceivable that this is the amount of aid which went 
directly to the expansion of the productive base of the economy. It is 
true that the largest part of U.S. assistance has not been for “con- 
structive works” in the sense of roads, dams, etc. Rather it has been 
to finance imports of food, fuel, medicines, and raw material without 
which the Pakistan economy could not have survived. The largest 
single import has been food—to avert mass starvation. 


Item No. 12 
Statement 


“The ICA will provide insurance coverage on private overseas in- 
vestments against certain exchange losses and expropriation and other 
risks. Thus, American taxpayers’ dollars subsidize overseas factories, 
the products of which compete with those of our American workmen.” 


Comment 


It is an important objective of this Government to promote the 
economic growth in freedom of the less developed countries. Private 
American capital can make a significant contribution to this end. 
The resources of American private capital are far larger than the 
amounts which our Government can possibly provide, and private 
American investment carries with it important management and 
technical skills. 

The “investment guaranty” program of the ICA is one of several 
programs undertaken by this Government to stimulate the flow of 
private capital into productive enterprises overseas. The program is 
not a subsidy. It does not guarantee investors against. business risks, 
It guarantees them only against certain hazards incident to foreign 
operations over which they have no control: Inconvertibility, expro- 
priation, and war. It charges a fee for the insurance it provides and 
not a single claim has been filed in the 10 years of operation of the 
program. 
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Item No. 13 


Statement 


“The Fairless committee, which was appointed by the President in 
1957 to evaluate the foreign aid program, adversely criticized the 
concept of the Development Loan Fund and soft currency loans.” 


Comment 


The Fairless committee did indeed criticize soft currency loans, 
though not the concept of the Development Loan Fund. The execu- 
tive at gave serious consideration to these recommendations of 
the Fairless committee, but concluded that, notwithstanding certain 
dangers to our future relations from the accumulation of incon- 
vertible currencies, the use of loans repayable in soft currencies should 
be continued. 

Less developed countries can look to the Export-Import Bank and 
the International Bank for development capital, and substantial sums 
are being made available by these banking institutions. However, 
loans by these institutions must be repaid in “hard” currency. Many 
presets sound in conception and basic for growth cannot be financed 

y these banks because of the limited capacity of the borrowers ta 
repay in foreign exchange... If the Development Loan Fund and the 
ICA were to require dollars in repayment, even with more liberal 
interest and amortization arrangements, they would in effect mort- 
gage a portion of the borrowers’ future dollar earnings and reduce 
thereby the amounts that the established banks would be prepared 
to lend. The purpose of mutual security loans is to supplement, not 
substitute for, lending by the existing banks. Since the established 
banks are not deterred from lending to countries whose repayment 
obligations are in local currency, the device of loans repayable in the 
currency of the borrower is better suited to the purpose of the DLF. 

The establishment of the Development Loan Fund itself in 1957 was 
one of the most constructive measures taken within the last few years 
to make our aid program more effective. 

For several years prior to the establishment of the DLF, we had been 
providing assistance for development through the mutual security 
program. After an intensive study of the foreign aid program by 
the Congress and the executive branch, it was concluded that a sepa- 
rate loan fund, the DLF, was needed for three major reasons: (1) 'To- 
provide continuity in development assistance; (2) to stimulate less 
developed countries to better performance; and (3) to separate devel- 
opment assistance from aid for other purposes with which it had been 
commingled and confused. 

(1) Economic development is a long-term process. It is not an 
annual event. If development is to be most useful, it should be pro- 
vided on a sustained basis that reflects the long-term nature of the- 
job to be done. 

(2) Development assistance should be a catalyst ; it should stimulate 
countries to better performance. Under DLF procedures, no advance 
country allocations are made. A country receives DLF assistance to. 
finance specific projects of a developmental character only on a show- 
ing that the project is sound, that financing is not available from other 
sources, private or public, and that the aid can be effectively used. 











MUTUAL SECURITY ACT, 1959 1041 


(3) It was thought desirable to separate funds intended to fulfill 
the purpose of economic development of less developed countries from 
funds intended for defense support, political and other purposes. 
Under the DLF, aid is made available to promote economic growth, 
and criteria and procedures suited to this purpose are applied. 

The Development Loan Fund operates like a bank. It examines 
projects on their merits to ascertain that they are economically sound, 
technically feasible and will increase productivity or productive ca- 
pacity in the country concerned. It lends to governments and to 
private enterprises, but only as a bank of last resort. It is authorized 
to accept repayment in local currency where repayment in dollars 
would place an undue strain on the borrowing country to repay. 


Item No. 14 
Statement 


“No comprehensive and independent audit of foreign aid expendi- 
tures seems ever to have been instituted.” 


Comment 


_ The U.S. General Accounting Office conducts periodic and continu- 
ing independent reviews of MSP performance in all aspects of the 
program, both in Washington and overseas. 

The agencies which administer the mutual security program, the 
International Cooperation Administration and the Department of 
Defense, also have audit systems. 

The International Cooperation Administration has a comprehensive 
audit program for mutual security funds administered by that agency. 
Overseas staffs, located in the U.S. operations missions, audit and cer- 
tify vouchers against ICA funds, both program and administrative. 
These staffs conduct audits and reviews of the procedures and con- 
trols utilized by the participating countries receiving U.S. assistance. 
These reviews include the receipt, distribution, and utilization of 
U.S.-financed commodities in the participating country, on-site exami- 
nations of contracts financed by mutual security funds, as well as the 
use made of counterpart funds accruing to the participating country 
as a result of U.S. grant assistance, 

The agency audit staff, stationed in Washington, audits and cer- 
tifies vouchers related to the mutual security program which includes 
both program and administrative expenditures. This staff conducts 
independent site audits of the books and records of U.S. contractors 
having contracts financed under the program, the claims for reim- 
bursement under these contracts, as well as independent reviews of 
the financial provisions of ICA contracts executed in Washington. 

The Financial and Procurement Methods Division of the Wash- 
ington office conducts periodic price examinations and analyses of the 
procurement methods utilized by participating countries for com- 
mercial imports of U.S.-financed commodities. 

Finally, the agency, as is deemed appropriate, utilizes the services 
of public accounting firms to conduct independent and professional 
examinations of the utilization of funds commingled with those of 
participating countries, through joint funds and servicio operations. 

At the present time a Department of Defense andit team, including 
representatives of the military departments, is conducting a compre- 
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hensive audit of the operations of the military assistance program 
both in the United States and abroad. 

In prior years, while no overall comprehensive audit was made of the 
military assistance program, the program has since its initiation been 
subject to audit by the military departments in the same manner as 
the operations of the military departments. 


Item No. 16 
Statement 

“The Congress votes foreign aid appropriations; the executive 
branch of the Government handles the apportionment and disburse- 
ment of funds. Once funds are in the hands of our executive branch 
it appears that the Congress exercises almost no control over manage- 
ment, expenditures, and projects. 

“The Congress has a responsibility to its taxpaying constituents. 
It should assert control over expenditures of foreign aid appropria- 
tions. It should make its appropriations more specific. It should 
further limit the power of the Executive to effect the transfer of 
reas aid funds. Too much flexibility amounts to writing a blank 
check. 


Comment 

Congress, in authorization and appropriation bills, establishes pur- 

ses, standards of eligibility, limitations in operations, and financial 

imits. The Congress has wisely provided to the Executive flexibility 

by refraining from establishing country ceilings in the appropriations 
(thus permitting shifts in country allotments within an appropria- 
tion), by authorizing a contingency fund, and by permitting limited 
transfer between appropriations. 

These elements of flexibility have been established by the Congress 
on the grounds that (1) country ceilings in appropriation would be 
premature and a handicap to negotiation, (2) such ceilings would 
tend to become floors by reason of public disclosure, and (3) most 
important, the fluid world situation requires flexibility in the appli- 
cation of resources to meet unforeseen critical needs or opportunities. 
The conflict in the Formosa Strait, the Lebanon crisis, and the Iraqi 
revolt within the past year point to the urgent need for this flexibility. 

crn under the above limited flexibilities have not been 
blank checks. Defined legislative purposes have been adhered to, and 
the Congress maintains a thorough surveillance over the conduct of 
operations. (See following item.) 


Item No. 16 
Statement 
“The Congress should create a bipartisan congressional committee 
or Hoover-type commission with sufficient funds to conduct a thorough 
investigation of foreign aid. This should include a check on the pro- 
graming and expenditures for foreign aid projects and should continue 
until all foreign aid is terminated.” 


Comment 


The foreign aid program is probably the most reviewed and in- 
vestigated program of the Federal Government. The Executive 
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appears each year before four congressional committees—the House 
Foreign Affairs Committee, the Senate Foreign Relations Committee, 
the House Appropriations Committee, the Senate Appropriations 
Committee—and justifies, in detail, by country and by project, the 
funds it is requesting and the funds it has expended; in addition, vari- 
ous congressional committees on their own initiative or by congres- 
sional resolution and various citizens committees appointed by the 
President with full access to information have made and are making 
detailed studies of the foreign aid program. 

In 1956, the Senate created the Special Committee To Study the 
Foreign Aid Program, composed of all members of the Senate Com- 
mittee on Foreign Relations and the chairman and ranking minority 
member of the Senate Committee on Appropriations and the Senate 
Committee on Armed Services. The special committee undertook a 
detailed analysis of the foreign aid program. It concluded contracts 
covering 11 major research ta on military assistance, on the 
role of foreign aid in the development of other countries, on the 
administrative aspects of U.S. foreign assistance programs, on the 
use of private contractors, on personnel for foreign aid, and so on. 
The special committee also made arrangements with nine individuals 
to conduct on-the-spot surveys of foreign aid programs in different 
geographic regions of the world. Each of the contractors and indi- 
viduals submitted a report to the special committee. After study, 
the special committee made its own report and recommendations to 
the Senate. 

The following is a partial illustrative list of other studies relating 
to the foreign aid program that have been made since 1950 or that 
are currently underway : 

Report to the President on Foreign Economic Policies (the Gray 
report), November 1950. 

The Administration of Foreign Affairs and Overseas Operations 
(the Brookings report), June 1951. 

The Hoover Commission Report on Overseas Economic Activities, 
May 1955. 

Senator Mansfield’s Report on Indochina, October 1955. 

Technical Assistance in the Far East, South Asia, and Middle East 
(Senator Green study mission), January 1956. 

House Government Operations Report on U.S. Technical Assistance 
in Latin America, March 1956. 

Report of Congressional Group on Middle and Far East (Zablocki 
study mission), May 1956. 

Report on Technical Assistance by the Senate Committee on Foreign 
Relations, May 1956. 

Report by the President’s Citizens Advisers on the Mutual Security 
Program (Fairless committee), March 1957. 

Preliminary Conclusions of the President’s Committee To Study the 
U.S. Military Assistance Program (Draper committee), March 1959. 


VI. MORAL AND PSYCHOLOGICAL ASPECTS OF FOREIGN AID 
Item No. 1 
Statement 


“A large part of foreign aid support in the United States stems 
from some of our religious leaders. Good samaritans that they are, 
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they associate foreign aid with the religious obligation of individuals 
to help others. It is a moral act for a person to make a voluntary 
contribution of money or effort to help another person. By extending 
aid religious leaders seek to kindle an inner light in those to whom 
help is given. 

“This is, of course, in accordance with the Christian concept that 
reform of societies is a revolutionary process which starts by a change 
of heart from within the individual. However, this Christian teach- 
ing is the direct opposite of the Marxist theory, which our govern- 
mental concept of foreign aid parallels.” 


Comment 

The suggestion that our religious leaders, in advocating foreign aid, 
are unaware of what they are doing and are unwittingly supporting 
Marxist rather than Christian teaching hardly needs rebuttal. It 
does serious injustice to the intelligence and perceptiveness of the 
many religious leaders of all faiths who strongly support foreign aid. 

The following statements by a few of our religious leaders may be of 
interest : 

Reverend Edwing T. Dahlberg, president, National Council of 
Churches of Christ in the U.S.A. : 


One of the greatest weapons of the spirit that we could pos- 
sibly use is certainly that of mutual aid and economic assist- 
ance—the kind of aid that will make substantial investments 
both of public and private money in underdeveloped areas, 
thereby halnings the impoverished nations and at the same 
time increasing the level of trade, commerce and industry of 
our own country. 


Rabbi Theodore L. Adams, president, the Synagogue Council of 
America: 


No one can gainsay that we are doing much to discharge 
our responsibility as the leader of the free world. Yet, there 
is all too much evidence that, measured against our precious 
ideals, what we are doing is not enough—doesn’t even begin 
tobeenough. The report we hear of the opportunistic Soviet 
bloc’s devious and sustained campaign of providing economic 
and military aid to backward nations, supposedly “without 
strings” puts the mettle of our idealism to the test more than 
ever in the past. 


Bishop Fulton J. Sheen, Auxiliary Bishop of New York: 


Our moral duty to aid the underprivileged arises from the 
fact that we have superfluities, and the superfluities of the rich 
are the necessities of the poor. It was a pagan, Terrence 
who said “charity begins at home.” It was Christ, the son of 
God, who, in the parable of the good Samaritan, said that 
charity begins away from home with people who are not of 
our race or country. v1 


Item No. 2 
Statement 
“Our foreign aid program, curiously for a Christian people, follows 
the Marxist teaching. Foreign aid is expressed in terms of money, 
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roduction, and materialism. The money for foreign aid is not a gift 

rom our people to foreign peoples. Foreign aid is money extracted 
from the American people by confiscatory income taxes and then 
bestowed by our governmental bureaucrats upon a foreign govern- 
ment to do with as it pleases.” 


Comment 


Foreign aid is not Marxist. Nor is it a gift or charity. Nor do 
we bestow the aid for governments to do with it as they please. 

While individual Americans may support foreign aid for humani- 
tarian reasons, the U.S. Government provides foreign aid for essen- 
tially political reasons: to protect the liberties and the security of the 
American people. The purpose of government aid is to strengthen 
the free world and keep it free. This is in our national interest. We 
provide military aid to our military allies for the common defense. 
And we provide economic aid to the newly developing countries to 
help them become stable, effective, responsible societies, confident in 
themselves, strong enough to resist improper pressures from any 
quarter, and willing to cooperate with others to maintain the peace. 

The aid we provide is subject to detailed checks and audits. It is 
not made available for governments to use as they please. 


Item No. 3 
Statement 


“Through foreign aid we have attempted to superimpose our modern, 
highly industrialized, fast moving system upon underdeveloped coun- 
tries with less complex living standards, slower tempo and different 
cultures. It has taken us 175 years to reach our present standard of 
living. Foreign aid seeks to lift underdeveloped countries to a parity 
with us in a decade or two. It is most unrealistic.” 


Comment 


It would indeed be unrealistic to expect the less-developed countries 
to reach “parity with us in a decade or two,” even if our aid were many 
times its present level. This is not our expectation nor our purpose; 
nor is it our purpose to “superimpose” our industrialized fast-moving 
society on others. As indicated in several of the preceding comments, 
the purpose of our aid is to give momentum to the development proc- 
esses of the countries themselves to help them escape from the vicious 
circle of poverty breeding poverty. e help them help themselves to 
self-supporting growth. 

Item No. 4 


Statement 


“Foreign aid reflects a patronizing attitude toward foreign peoples. 
It is a sly attempt to buy their allegiance, which is presumed to be for 
sale.” 


Comment 
It is not the purpose of foreign aid to buy love, friendship, or alle- 
giance. Thesearenot forsale. It isthe purpose of foreign aid to hel 


countries maintain their independence and develop their free insti- 
tutions. We want a world environment of freedom. 
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Item No.6 
Statement 


“After nearly 15 years of foreign aid, we are probably the most dis- 
liked nation in the world.” 


Comment 


The charge that we are “the most disliked nation in the world” is a 
sweeping generalization, unsupported by any citation of evidence. Nor 
is any evidence presented to show that whatever dislike is accorded the 
United States is the result of our aid program. 

The purpose of the mutual security program is not to engage in a 
popularity contest. We do not provide aid to be liked or to secure ad- 
miration and gratitude. The purpose of our aid is to enlarge the com- 
munity of free men so that America can remain a free and open society. 

The United States is a rich and powerful nation. As such it is in 
the traditional position of the rich man, and must expect to be the ob- 
ject of envy, resentment and malice as well as admiration. It is more 
reasonable to suppose that such dislike of the United States as may 
exist stems from envy of our position rather than from the aid we have 
rendered. It might be useful to ponder what the attitude of the world 
would be toward the United States if, rich and powerful as we are, we 
gave no heed to the needs and aspirations of others. 








CONCLUSION 


The “facts” and recommendations stated in VII and VIII of the 
report essentially reflect the statements of the preceding discussion 
and are dealt with by the comments stated above. The net conclusion 
of the report is embodied in the final recommendation : 


Statement 


“That the $3.9 billion requested by the President for the fiscal 
year 1960 be reduced $2 billion, and that each year thereafter foreign 
aid be substantially reduced until terminated within 3 years.” 


Comment 


President Eisenhower in his Message to the Congress on the mutual 
security program for fiscal year 1959 described what the consequences 
of such a sharp reduction or discontinuation of the mutual security 
program would be— 

“a severe dislocation and basic impairment of free world power ; 

a certain crumbling, under Sino-Soviet pressures, of our stra- 
tegic overseas positions and a forcing of these positions progres- 
sively back toward our own shores; 

a massive increase in our own defense budget, in amounts far 
exceeding mutual security appropriations, necessitating substan- 
tial increases in taxes; 

a heavy increase in inductions of American youth into our own 
Armed Forces; and 

ultimately a beleaguered America, her freedoms limited by 
mounting defense costs, and almost alone in a world dominated 
by international communism. 

Those who would consider this alternative to support of our mutual 
security program must measure well these consequences.” 

In his message on the mutual security program for fiscal year 1959, 
the President stated his conclusion concerning the mutual security 
program : 

The realities of this era indicate all too clearly that the 
course of our country will be deeply affected by forces at work 
outside our borders. These forces if left to exploitation by 
extremists will inevitably lead to changes destructive to us. 
Yet with wisdom and tenacity it lies within our power to 
frustrate or to shape these forces so that the peoples directly 
concerned and our own nation may be benefited. 

We cannot safely confine Government programs to our own 
domestic progress and our own military power. We could be 
the wealthiest and the most mighty nation and still lose the 
battle of the world if we do not help our world neighbors pro- 
tect their freedom and advance their social and economic 

rogress. It is not the goal of the American people that the 
nited States should be the richest nation in the graveyard 
of history. 
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In the world as it is today—and as it will be for the fore- 
seeable future—our mutual security program is and will be 
both essential to our survival and important to our prosperity. 
It not only rests upon our deepest self-interest but springs 
from the idealism of the American people which is the true 
foundation of their greatness. If we are wise we will con- 
sider it not as a cost but as an investment—an investment in 
our present safety, in our future strength and growth, and 
in the growth of freedom throughout the world. 


Mrs. Botton. Then I would like to say that we are exceedingly 
grateful to have your testimony. I don’t represent just the Republi- 
cans in my district. I have a lot of other people in my district. I 
pee the greatest need to have an unaneueaadiig of the various points 
of view. 

I am always interested when a viewpoint is presented with the fire 
and the verve and the unswervingness that you have shown, both of 


ou. 
! As Mr. Zablocki said a moment ago, I greatly admire your ability 
to leave an answer out here some place [indicating], but at the same 
time I would just like to ask you a real question : 

You say that we are ay. omy A self-supporting; we can do any- 
thing with what we have. How are we going to get along without 
cobalt, uranium, and magnesium and all the things we get from over- 
seas? Don’t we need it any more? 

General Fetters. There is a study made by Senator Malone, who 
is here today, on materials in the Western Hemisphere, and he came 
to the conclusion in this study—his committee did—that we were self- 
sufficient for a major war. 

Mr. Herbert Hoover has made a similar study and I have confidence 
in both of them. We either have the material needed or a suitable sub- 
stitute to be completely self-sufficient. 

Mrs. Botton. The suitable substitute is over and beyond having the 
material, isn’t it? 

General Fetters. No. Oh, no. 

Mrs. Botton. Are we making it? Are we making it in sufficient 
quantities? Are we able to do these things now? 

General Fetuers. Yes. 

Mrs. Boutron. I would like very much, Senator, if we could have 
your report, and I would like to have Mr. Hoover’s statement, if you 
pre be good enough to let me know what the number of it is, ind so 

orth. 

Senator Matone. I will furnish each member of the committee with 
a report. 

It is the Western Hemisphere. 

Mrs. Botron. That is very different. 

I again want to say I am fascinated by the fervor with which you 
have told us that we have no hope. I am just fascinated by it. My 
whole life is founded and lived on an entirely different basis. 

General Fetters. You put words in my mouth. I didn’t say any 
such thing, as you know. I say there is no hope of having allies in 
the next war. 

Mrs. Botton. You didn’t use those words, but your whole testimony 
is negative; that we can’t do anything because we are doing every- 
thing wrong. 
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General Fetters. And I think anybody who knows what is going 
on in this country today—he is pessimistic. 

Mrs. Botton. I don’t agree with you, you see. 

General Fretiers. Well, bless your heart. 

Mr. Aparr. Mr. Chairman, is this the document which has just 
gone into the record by unanimous consent ? 

Chairman Morgan. Yes. 

Mr. Aparr. Is this one in too? 

Chairman Morean. No. 

Mr. Aparr. Then I ask unanimous consent that this document pre- 
cede the other about which Mrs. Bolton spoke. 

Chairman Morean. Without objection, it is so ordered. 

Mr. Aparr. I would like to have General Fellers have a chance to 
pursue the point he was just making here with Mrs. Bolton, so that 
the record does reflect your view upon this question of our own pes- 
simism and whether you have given up hope. Would you give us a 
short answer on that, General ? 

General Frtuers. I have, some place in my study, on the fifth or 
sixth page, that if our allies will furnish the surface defenses—that 
is, the ground troops and that is about all they can furnish; they 
haven’t the industry to build nuclear weapons and air power and mis- 
sile power— that if they will give us the surface defense in the critical 
areas, that we will then have enough money by stopping foreign aid 
to build an Air Force and a nuclear weapons force so that the possi- 
bility of war is almost entirely eliminated. 

Mr. Apatr. Thank you, Mr. Chairman. 

Mr. Curtis. Will the gentleman yield? 

Mr. Aparr. Certainly. 

Mr. Curtis. Do you think that program would be politically pos- 
sible for them to accept, for the European nations to accept? 

General Feiuers. Yes, sir. 

I was asked a question a while ago and was embarrassed that I 
couldn't answer it. 

I think now of a man named Fuller who is one of the historians of 
note who said it was wrong for the United States to come into both 
World Wars. He also has said he wished our troops were home. 

I think there is considerable sentiment of that nature in Europe. 

Mrs. Bouton. There was a great deal of sentiment in the United 
States at the time that we shouldn’t have gone into the First War and 
certainly not into Korea. 

Mr. ZABLock1. On page 16 you report the replies to the question, 
“In case war breaks out between the United States and the Soviet 
Union, do you think your country should do everything in its power 
not to get involved, or do you think it should take part on one side or 
the other ?” 

If the same question were asked of our people, if, for example, 
Sweden was attacked, whether our people believed our Government 
should get involved, what percentage of our people do you think 
would reply in the negative ? 

General Freiiers. I hope we would reply in the negative, but we 
are bound by treaty to go in and I think we would—to. use our judg- 
ment, but the intent of our Government is to go in. 

Mr. Zastocki. Don’t you think that type of a poll is worthless? 

General Frtuers. I believe it would be very revealing. 
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Mr. Zastockt. Well, it wouldn’t be because our rank and file people 
in this country don’t really know about treaties. They will reply to 
a question on the basis of personal conviction while our Government 
has a treaty agreement and will, in case of war, have to come to the 
assistance of a country; therefore, such a poll doesn’t reveal a thing. 

General Feiiers. Well, it does to me. 

Chairman Morcan. Thank you, gentlemen. 

The committee stands adjourned until 2: 30. 

(Whereupon, at 1:30 p.m., the committee adjourned, to reconvene 
at 2: 30 p.m., the same day.) 


AFTERNOON SESSION 


The committee reconvened at 2:35 p.m., Hon. Thomas E. Morgan 
(chairman) presiding. 

Chairman Morean. The committee will come to order. 

We meet this afternoon in open session for the continuation of the 
hearings on Mutual Security Act extension for the fiscal year 1960. 

Our first witness is a distinguished member of the House of Rep- 
resentatives, the Honorable Mike Feighan, of Ohio, who has with him 
Dr. Slobodan M. Draskovich. 

Mr. Feighan, you may proceed. 


STATEMENT OF HON. MICHAEL FEIGHAN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF OHIO 


Mr. Feionan. Thank you very much, Mr. Chairman. 

Mr. Chairman and members of the committee, as you know I have 
been strongly opposed to any aid to Tito’s Communist empire because 
I believe we cannot attain the goal of defeating communism by feed- 
ing it. 

On this particular occasion I would like to yield my time so that 
the committee and its members will have the benefit of hearing from 
one whom I consider probably the best informed person on Com- 
munist policy in Yugoslavia, domestic and foreign. Dr. Draskovich 
has constantly kept abreast of the progress of Communist policy in 
Yugoslavia and elsewhere. He has also written a number of books 
on political problems, mainly on communism. 

I am quite certain that you will find his testimony extremely in- 
teresting and I am hopeful that the committee will submit Dr. 
Draskovich to severe questioning and cross-examination since I feel 
his knowledge and expressions will be very helpful to this committee, 
to the Congress, to the United States, and to the free world. 

Thank you very much, Mr. Chairman. 

Chairman Morean. Dr. Draskovich, you may proceed. 


STATEMENT OF DR. SLOBODAN M. DRASKOVICH, AUTHOR AND 
LECTURER 


Dr. Drasxovicn. I should like to read a short statement about U.S. 
aid to Communist Yugoslavia. 

Mrs. Bouton. May I interrupt at this moment? Could we know 
oumny what the gentleman is, where he is from and what he ties 
into? 

Dr. Drasxovicn. I was until 1941 professor of economics and soci- 
ology of the University of Belgrade, Yugoslovia. I am now an 
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author and lecturer. My residence is in Chicago, Ill. I am chief 
editor of a weekly. newspaper which goes to 36 countries. My most 
recent book is “Tito, Moscow’s Trojan Horse,” published less than 
2 years ago. 

Mrs. Bouton. Thank you very much. 

Dr. Draskovicn. This coming September it will be 10 years since 
the United States embarked on a policy of aid to Communist. Yugo- 
slavia. The exact amount of aid given during that period is un- 
known, but it is well over $2 billion. 

If the primary purpose of the U.S. foreign aid program is to serve 
the national interests of the United States, then the question which 
must be answered is: How has help to Communist Yugoslavia hurt 
communism and helped America / 

; To answer that question, let us examine the results achieved so 
ar: 
I. Is Yugoslavia independent? 

Has the aid given to Communist Yugoslavia helped make it or keep 
it independent from Moscow ? 

The answer is that where supporters of aid to Tito read deep po- 
litical significance, there is actually only deep semantic and political 
confusion. 

A Communist country is above al] a country—or rather a regime— 
dedicated to the goal of establishing a world Communist dictator- 
ship. So, to speak of a country which is at the same time Commu- 
nist. and independent does not make political sense. Communists 
pcan and kill one another because of conflicts of power or con- 

icts on methods on the most effective roads to the common Com- 
munist goal, never about the goal itself. Stalin and Trotsky and 
Tito al Djilas and Mao and Kadar and Nagy, and so forth, have 
many differences, but above them all stands their common and iden- 
tical goal: Communist world dictatorship. 

Tito’s voting record in the U.N. is an irrefutable proof for this 
assertion. 

In March 1955 Tito solemnly stated that Yugoslavia’s foreign policy 
had never changed. 

During the revolution in Hungary, October 1956, Tito did not stand 
for Hungarian national independence, but unconditionally supported 
Kadar and Khrushchev. 

At the VII Congress of the CPY, April 1958, Tito and others 
stressed that Yugoslav foreign policy was Socialist foreign policy 
and that the fate of Yugoslavia depended on the fate of socialism 
in the world. 


II. Will Tito be neutral in case of war? 

Let us face the facts: 

1. Tito has delivered to Moscow every type of weapon he. has ever 
received from the United States. Thus, the argument that Tito will 
fight on our side or be neutral because he depends on our arms is un- 
tenable and utterly naive; 

2. Tito has shipped and is shipping arms to north Africa and 
Indonesia ; 

3. The Yugoslav submarine base in Boka Kotorska is in close con- 
tact and cooperation with the huge Soviet submarine base in Sas- 
seno, Albania; 
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4. Tito did not hesitate openly to proclaim in Stalingrad, June 11, 
1956, that “Yugoslavia, in time of war as in time of peace, marches 
shoulder to shoulder with-the Soviet people toward the same goal— 
the victory of socialism.” 


Ill. Is Tito waging political warfare against Moscow? 


While there are differences and clashes among Communists, their 
political significance is negligible in view of the fact that they do 
not pertain to the essence of communism, to win and hold power in 
the whole world, but only to the ways and means, methods, tempo, 
etc. All Communists in the world are agreed 100 percent on the 
following points of Communist imperialism : 

1. Capitalism belongs to the past. Communism is the wave of 
the future. 

2. Communism, as we have known it, must be improved. But in no 
case can any reform affect the basic interest of Communist power 
monopoly. And evolution toward freedom can be permitted only 
under the strictest contro] and direction of the ruling Communist 
party. Any thought of real democratic evolution in the satellite coun- 
tries is intolerable. The worst Stalinist oppression is preferable to 
liberation. 

3. Communism has made such unexpected progress in the last 15 
years, that the Communists do not need war to win the world. On 
the contrary, they must avoid war, which might defeat their plans 
of world conquest. The safest way to victory is peaceful coexistence, 
which means that the free world must be induced permanently to 
accept a policy of gradual surrender, rather than to fight back and 
destroy communism. 

This is also Tito’s credo. As for Moscow’s and Peiping’s criticisms, 
Tito has taken the stand, January 14, 1959, that— 

Yugoslavia would continue to support positive diplomatic moves by the Kremlin 
despite the Soviet-bloc campaign against the Tito government. 

In Asia, the area recognized by Vice President Nixon as absolutely 
decisive, Tito has rendered extraordinary services to Communist im- 

rialism by spreading “democratic” Communist propaganda among 
its undecided masses. 


IV. 1s Tito’s communism democratic? 

Here is the answer : 

1. Communist Yugoslavia is the chief refugee-producing country in 
Europe today—Report of the Zellerbach Commission, March 1959. 
That speaks volumes. 

2. Tito has, December 1958, nationalized—actually confiscated—all 
real estate in Yugoslavia. “Our road is clear and it leads to socialism 
and therefore in Yugoslavia private property and private ownership 
must disappear.” 


Conclusion 


Asked by U.S. newspapermen what he thought of U.S. aid to 
Yugoslavia, Anastas Mikoyan gaily answered that “it’s a good thing 
when a capitalistic nation helps a Communist nation.” 

Good for whom? According to all available evidence, U.S. help 
to Communist Yugoslavia is not good for the United States, but for 
world communism. 
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Chairman Morean. Thank you, Dr. Draskovich. 

Doctor, how long have you been out of Yugoslavia ? 

Dr. Draskovicu. Since 1941. 

Chairman Morean. Did you come to this country in 1951 ? 

Dr. Drasxovicn. No; I came here in 1947, after the war. 

Chairman Morcan. Where were you from 1941 ? 

Dr. Drasxovicu. I was 4 years in captivity, first in Italy and then 
in Germany as a prisoner of war. Then I was for about a year in 
DP camps. Then I spent 1 year in France and then I came here in 
1947. 

Chairman Morean. Doctor, was your educational background ob- 
tained in Yugoslavia ? 

Dr. Drasxovicu. Partly. I graduated in law in Yugoslavia. 
Then I took my doctor’s degree in economics at the University of 
Munich, Germany. Then in 1933 I returned to Yugoslavia, where I 
joined the faculty of law at the University of Belgrade in 1936. 

Chairman Morean. Doctor, were you in the military service? 

Dr. Draskovicnu. I was a reserve heutenant of infantry. 

Chairman Morcan. And you feel that all the military aid we are 
giving to Tito, then, is a waste and it is foolish to continue any mili- 
va aid at all to Tito? 

Dr. Draskovicn. Even worse, Mr. Chairman, if I may say so, be- 
cause for every single piece he gets, a prototype goes to Moscow. 

He uses a good part of his own weapons production to foment revo- 
lution in the sensitive areas of the world, especially in north Africa. 

If I may remind you, last January a shipload of arms was stopped 
by French authorities in the waters of Oran. Now, it is a moot ques- 
tion whether these were U.S. arms but anyway Tito was sending 
arms to the Algerian rebels at a time when he was receiving arms from 
the U.S. So I feel arms sent to Yugoslavia are purely a loss for us 
and ‘definitely a gain for the Communist world. 

In 1953, according to the testimony of Gen. Samuel Anderson, who 
came back from Korea, it happened that spare parts of some jet 
planes—I think T-33—were lacking while the war was still going 
on, but Tito was using those same jets to train the pilots of his Com: 
munist army. 

I feel definitely the military aid to Tito is against us. It is aid 
to world communism. 

Chairman Morcan. Thank you, Doctor. 

Mrs. Bolton ? 

Mrs. Boiron. I am very much interested,:needless to say, Doctor. 
We are happy to have you here and. get testimony from someone 
closer to the realities. 

Dr. Drasxovicn. Thank you. 

Mrs. Bouron. Where do you get the figure $2 billion ? 

Dr. Draskovicn. Well, i do not count the UNRRA supplies. That 
was nearly half a billion given in 1945 and 1946. But I mean since 
rae I must make one correction: I count there the Western aid to 

1to. 

Mrs. Botton. In the $2 billion ? ; 

Dr. Drasxovicn. In the $2 billion. I mean British and French, 
too. But that is considered comparatively small. I count everything. 
I mean economic aid, financial, and military. That is why I mention 
it is impossible to know exactly how much but unless I am mistaken it 

38361—59—pt. 4 —19 
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was in 1952 that the estimates were over $1 billion, according to a 
number of authorities. 

Mrs. Boiron. I wonder what the authorities were. 

Dr. Draskovicu. There were some newspapermen. I remember 
that someone from the Chicago Daily Tribune gave in 1951 or 1952 the 
figure of over $1 billion, with some details. 

Mrs. Botton. Was that ever checked ¢ 

Dr. Draskovicu. It was never denied. ‘here are some people who 
think the aid is nearer $3 billion, but I preferred to take a more con- 
servative figure because I wouldn’t like to exaggerate. But the sup- 
ply of arms has been very considerable and, of course no total sum 

as been published about that. 

Mrs. Boiron. Just my own knowledge of it is that it was rather 
less than more. I just wondered where you got your figures, where 
they really come from and whose money it is. 

Dr, Draskovicn. It is a combination of information from a num- 
ber of sources, official and unofficial. For instance, I met, a few 
years ago, a man who had just completed his service in the Yugo- 
slav army. He happened to have been a truck driver driving from 
arms depot to arms depot. He was telling me of the tremendous 
amount of arms of U.S. origin he saw in the depots. That was not 
common knowledge, but he was in a special position because it was 
in line with his duty. He wrote down all the information he could 
gather and then memorized the information. 

Mrs. Bourton. Thank you very much. 

Chairman Morean. Mr. Carnahan. 

Mr. Carnanan. Doctor, you feel there is no independence on the 
part of Yugoslavia and Tito from Russia, or the Kremlin? 

Dr. Draskovicu. No, sir. Last year the Yugoslav Communists 
had their seventh congress and at that time there was much talk 
about Tito being independent. Well, at that time they published 
an outline of the new program of the Communist Party—I think it 
will shortly be published in English but so far it has been published 
only in Serbian. There they say explicitly that whatever differences 
et between Communists, they are strictly within the Communist 

oal, 

The No. 2 man of Communist Yugoslavia, Vice Premier Edvard 
Kardelj, stated that if you want to understand Yugoslavia’s foreign 
policy you must bear in mind that Yugoslavia is a Socialist country 
and the fate of socialism in Yugoslavia depends upon the strengthen- 
ing of socialism throughout the world. gS whatever tensions there 
are they are marching by separate ways to the same goal of Com- 
munist world conquest. That has never been in doubt for any Yugo- 
slav Communist. 

Mr. Carnanan. Why do you feel that Tito and Yugoslavia are 
ao ting to maintain even a semblance of independence from the 

remlin 

Dr. Draskovicn. Because the Yugoslav Communists quarreled with 
Moscow on methods and they think that their methods and approach 
are much more attractive for the neutrals than the brutal imperialistic 
Stalinist methods. 

Tito declared several times that what prevents the spread of com- 
munism is Stalinism, which scares people away. Tito uses the smooth 
method of trying to convince people that Communists can be nice. 
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The Titoist approach is much more beneficial for the spread of 
communism in the world because it is much softer. 

Mr. Carnauan. You think the disagreement on method then is a 
genuine disagreement between Tito and the Kremlin ¢ 

Dr. Draskovicu. Originally it was, but in the last few years 
Khrushchev has come closer to Tito than Stalin was. There is even 
now a certain difference in methods. I do not exclude the possibility 
that much of it is artificial. It is to the benefit of Moscow to have 
somebody who differs. They can always say that if communism in 
the Soviet Union is very oppressive, there is also democratic com- 
munism, and the showcase is Yugoslavia. 

That is helpful to maintain communism where it exists and weaken 
the resistance to communism in free countries. 

Mr. Carnauan, Of course, Yugoslavia is rather small and probably 
wouldn’t have much chance to enforce their will on the international 
Communist concept, but suppose things were different. ep ipa they 
were about equally matched. Then would a difference of method 
make any difference ? 

Dr. Draskovicu. I think it makes a great difference, sir, because 
in Asia, for instance, while Stalin was alive, in December 1952, Tito 
sent a delegation of three top men to spread the word that Stalinism 
was bad but there was a kind of communism that is good. While 
Moscow stands for imperialism and police methods, we, Yugoslav 
Communists, stand for democracy. 

In the Yugoslav papers they have published some material show- 
ing that such an approach was effective. For instance the governor 
of the State of Madras said, “You have the great merit of showing 
us that the danger is not communism but only Soviet imperialism.” 

Mr. CarnaAHAN. Have you just said that Tito and Yugoslavia stand 
for national independence ? 

Dr. Draskovicu. That is what they pretend to be standing for. 
That is what they say, they stand for national independence. And 
that is what the people of Asia like to hear. 

A few years after World War II, the Asians didn’t trust Moscow. 
So, what Moscow really needed was one Communist to make com- 
munism presentable. And the only man who could do it was Tito. 

He has been in Asia three times. Just a few weeks ago he returned 
from Asia. Each time he stayed there for about 3 months traveling 
around India, Burma and Afghanistan, Egypt, the Sudan, and other 
countries. 

Mr. CarnaHan. Do you conceive of a brand of communism that 
would support national independence? 

Dr. Drasxovicu. No, sir; definitely not. The very concept of com- 
munism excludes any thought of national independence. It is only 
a good propaganda slogan. 

here are te gr in Asia, Africa, and so forth, strongly against 
colonialism. But they do not want simply to exchange it for Com- 
munist colonialism. That kind of colonialism and imperialism is 
worse and the only way to allay their fears is to come up and say, 
“We are Communists, but we are against imperialism, we are for na- 
tional independence.” 

Actually, I think it is sang impossible. 

Mr. Carnanan. Do you think Tito is committed to the overall pur- 
pene of advancing international communism while pretending he is 

or national independence for Yugoslavia ? 
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Dr. Draskovicu. Definitely, sir. I mean it was a conflict in method. 
Djilas, who was one of the top men in Communist Yugoslavia until 
recently, has formulated the difference this way: The problem after 
World War ITI was, should communism be spread only from one cen- 
ter, Moscow, or from all centers? Is it a matter of one center, or 
more ? 

Some feel that it is better for the cause of communism to spread it 
from all countries where it is in power. 

I think Khrushchev has been forced to yield to a certain extent and 
accept that view. It spreads communism better. 

Mr. Carnauan. Do you believe there is any feeling of nationalism 
as far as Russians are concerned, with their brand of communism ? 

Dr. Draskovicu. I don’t quite understand the question, sir. 

Mr. Carnanan. Is there any feeling of nationalism on the part of 
the Russian Communists ? 

Dr. Draskovicn. It is difficult to say. I think they are using na- 
tionalism, as Stalin did, for the benefit of world communism. 

In the Soviet Union the Second World War was officially called 
not the war for socialism but the great patriotic war. Actually all 
the national feelings that had survived and could be aroused and 
mustered were used to defend communism. All the national feelings 
which exist in those countries are being channeled in Communist 
channels for the benefit of Communist power. 

Mr. Carnanan. How about Communist China; is there any feeling 
of nationalism on the part of Communists there ? 

Dr. Drasxovicn. I think there is a feeling of imperialism. They 
feel they are 600 million strong. They get good support from the 
Soviet Union and I think there is to an extent a feeling of racial 
distinctness. So if they can succeed in maintaining communism and 
strengthening their position, a tremendous imperialism will ensue, 
which will combine old anticolonial resentment. Communist. ideol- 
ogy, and national (racial) pride into a mission of the largest country 
in the world to rule the globe. 

Mr. Carnanan. Then you think there is no particular danger to 
communism from the feeling of nationalism on the part of any people 
who support it. 

Dr. Drasxovicn. On the contrary, sir, I think they are very clever 
in using national feelings to promote a doctrine which is in essence 
international. It is being channeled to promote the aims of inter- 
national Communist imperialism. 

Mr. Carnanan. Then in your opinion there is really no disagree- 
ment between countries; even China‘and Russia, on methods that will 
disrupt the advancement of international communism ? 

Dr. Draskovicu. That is correct, sir. That is correct. 

Mr. Carnanan. Do you think then they would submit or give up 
any of their feelings of nationalism for a devotion to the international- 
ist concept of world conquest ? 

Dr. Draskovicu. That may be so, sir. 

Mr. Carnanan. Even though the thing originated from a capital 
other than our own? 

Dr. Drasxovicn. That is right. 

Chairman Morean. Dr. Judd. 
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Mr. Jupp. Thank you, Mr. Chairman. It is nice to see you again, 
Doctor. It is so seldom I hear anybody besides myself say the sort of 
thing you have said that it is refreshing. 

How do you account for what has seemed like bitter denunciation 
of Tito by both Moscow and Peiping in the last few months? More 
bitter than in the past. 

Dr. Draskovicn. That, of course, is a matter of political analysis, 
where it is difficult to prove anything positively but my feeling is this: 
While Khrushchev has accepted the idea that Tito’s method is more 
effective than the Stalinist method, he is afraid of going too far. The 
case of Hungary (1956) is a most solemn warning. If you go too far, 
some people will misunderstand you. And as Congressman Carnahan 
just pointed out, some people will have their national feelings aroused. 

So while Moscow, and also Peiping, are using Tito in Asia to 
spread the propaganda of “democratic” communism, they must, at the 
same time, caution the Communist rank and file not to take that “dem- 
ocratic” communism too seriously. That is especially important in 
China, where communism is very shaky. So, for the Chinese Com- 
munist leaders, it is of vital importance to fan the flames of Com- 
munist fanaticism and avoid any “democratic” softening. 

In countries where Communist power is firmly established you can 
afford to be diplomatic. But in a country like China, which is of vital 
importance for the fate of communism in the world and where the 
regime is still very unstable, you must have fanatics. You cannot 
afford to play subtle diplomatic games. Beyond all such considera- 
tions, stands the imperative need of breaking the people’s resistance to 
the regime and communize the country. 

To that end, the Chinese Communists must denounce a man who is 
a skillful tightrope walker, although they know that he is actually 
a true 100 percent Communist. 

Mr. Jupp. While at the same time, at least by silence, encouraging 
the people in the other countries of Asia to believe in Tito and ga 
along with him, thinking that in going with him they won’t be putting 
themselves under Communist China and under the Soviet Union? 

Dr. Drasxovicn. Exactly, sir. 

Mr. Jupp. Do you think Moscow actually supports Tito in his ef- 
forts in these Asian trips and that he knowingly is part of the overall 

lan ? 
F Dr. Draskovicu. Certainly, sir, because as I mentioned before, the 
first trip was organized while Stalin was alive. It is not a movement 
that was allegedly made possible only by Stalin’s death. 

Mr. Jupp. T was interested in your statement at the middle of your 
first. page—the names that you included : 


Stalin, Trotsky, Djilas, Mao, Kadar, Nagy have many differences, but above 
them all stands their common and identical goal: Communist world dictatorship. 

I was interested that you put Djilas in there. I think the West has 
felt that Djilas broke with communism. 

Dr. Drasxovicu. Unfortunately that is not true. In his book he 
himself refers to writings as being confused and somewhat bombastic. 
That is what he said about his own writings. 

I have all the respect for those who understand Djilas, which is very 
difficult, because he doesn’t understand himself. But very few people 
understand what he wrote about. 
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Now, a careful reading of the book will show this: He does not 
criticize the Communist idea. He does not assail Communist power. 
He is not for the destruction of Communist power. He criticizes 
communism as it exists today, the practice of communism. But he 
said (1) that the most ruthless methods in history were justified be- 
cause of the grandiosity of Communist aims; (2) that communism 
will win in Asia whether we like it or not. It will come in Asia, it 
must come in Asia; (3) that we shall have in the near future a merg- 
ing of the whole world into one big brotherhood. But only after all 
social relationships from all previous periods have been eradicated. 
In other words it just leaves the Communists on the scene of world 
events. 

Mr. Jupp. You feel that communism from three centers, or five cen- 
ters is more dangerous than from one center, partially because it 
isn’t as easily identified as a danger? 

Dr. Draskovicu. Exactly, sir. 

Mr. Jupp. Let me ask you this question: What do you think would 
happen in Yugoslavia if the United States stopped its aid? 

Dr. Drasxovicu. Well, it depends considerably on the overall policy 
toward Yugoslavia. I think that there would be no immediate 
change. One thing all people coming from Yugoslavia tell us is that 
the aid of America to Yugoslavia has a very strong demoralizing ef- 
fect upon the population. They all say, “If the United States is sup- 
porting Tito, there is no hope for us.” 

The very stoppage of that aid would be a great moral boom to the 
people. It would be of great moral help and it would arouse the 
hopes of the people in Yugoslavia for liberation at some future date. 

{r. Jupp. What do you think the Kremlin would do if we stopped ? 

Dr. Drasxovicn. Nothing spectacular. I think that they would try 
to induce the United States to resume its policy of aiding Tito. To 
that end, they would probably denounce Tito as a deviationist, 
revisionist, and so forth, in the hope of causing the usual reaction 
in the West. that. since Moscow and Tito are quarreling maybe Tito 
is on our side. ' 

That is what they have done for the last 10 years. Whenever Tito 
needs help from the United States he is being attacked by Moscow. 
As soon as he gets aid, the attacks stop. 

So whenever Tito needs U.S. help he is branded as a bad boy by 
Moscow. The reaction in the West is, “Well, if Moscow doesn’t like 
him, there must be something good in him.” 

Mr. Jupp. When the Communists in Moscow are being nice to Tito, 
perhaps we should give him aid. On the other hand, when he is on the 
outs with the Kremlin we don’t have to help him. He has nowhere 
else to go. If Tito had gone back to Stalin after the break, Stalin 
would have cut his head off. 

Dr. Draskxovicnu. To use him of course is something else. If that 
man can be useful in destroying the positions of the free world 
throughout the world, why not? Why not use him? 

Chairman Morcan. The gentleman’s time has expired. 

Mr. Selden. 

Mr. Sevpen. Dr. Draskovich, despite the denunciations of recent 
months to which Dr. Judd referred, do you feel that the breach, if 
there ever was a real breach, between Russia and Yugoslavia has been 
narrowed considerably since Stalin’s death ? 
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Dr. Draskovicn. You can put it that.way, sir. I think we must 
consider the world background of their clash. The basic fact of the 
situation is that unfortunately the Communist world has grown from 
200 million people to over 800 million people and that instead of one 
Communist Government in the world we have 12. Of course, in such 
a big empire there must be much more tension and conflict than in a 
situation where there is only one power and, of course, by the force of 
circumstances, everybody is looking up and expecting instructions 
from there. 

So while some tensions are genuine, and there are conflicts and they 
do quarrel, this does not affect their common devotion to the goal of 
Communist world imperialism. 

In the last 10 years they have both, Moscow and Tito, realized 
clearly that while they cannot help disagreeing on some points, they 
at the same time try hard to iron out their r+ anal and find com- 
mon solutions to common difficulties and problems. 

Mr. Sevpen. Do you think there is less real disagreement today 
than there was under Stalin ? 

Dr. Draskovicn. Absolutely. 

Mr. Sevpen. Do you believe that any aid we give Yugoslavia today 
is probably more detrimental to the cause of the West than it was 
5 years ago? 

Dr. Draskovicu. That may be so. 

At that time, 5 years ago or 6, very many people were still in doubt 
as to where Tito stands. Even in Yugoslavia some people were think- 
ing, “Well, maybe he is changing.” 

Now, there is no doubt whatsoever. Especially after all the experi- 
ence with Khrushchev’s policy. Everybody now knows that Tito 
serves the purpose of world revolution. So I think you are completely 
right. The help now is more detrimental than the help 5 years ago. 

Chairman Morean. Mr. Adair. 

Mr. Aparr. Mr. Chairman, Doctor, we have talked here consider- 
ably about Russia’s attitude toward Tito and statements made there. 

Now, if we were to look at the other side of the coin, Tito’s pro- 
nouncements against Russia, you would say they had no greater im- 
plications than the statements against Tito! 

Dr. Draskovicu. Exactly, sir. The situation is this: Tito has in 
fact denounced Moscow a number of times. Their imperialism, ruth- 
lessness, and so on. But always making it clear that he was criticiz- 
ing them from the viewpoint of interests of communism in the world. 

He has assailed them because he shows a better example to the un- 
decided masses of the world. 

If a Communist country attacks a Communist country there will be 
a loss of faith in communism. 

Mr. Aparr. Moving on to another question in your statement, you 
mentioned the use of the submarine base. You mentioned arms from 
this country going to Russia. You mentioned arms from this country 
going to Indonesia and north Africa. 

With respect to north Africa, then, you said that was proved, I 
think, by the stopping of a ship which was loaded with arms. 

Dr. Draskovicu. Yes. 

Mr. Aparr. Could you give us the basis upon which you made your 
statements? What is the source of your information? 
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Dr. Drasxovicu. Well, first of all, Yugoslavia is the chief refugee 
producing country. : 

In the last 2 years about 40,000 people came out of Yugoslavia. I 
mean for good, they emigrated. 

No. 2, one of the few good points of the present state of relations 
between America and Tito is that many people are coming out. Man 
technical experts, many people who are in a position to know. Well, 
of course, we talk to them and we check and countercheck the infor- 
mation we get from them. If I was able to write this it is because it 
has been confirmed by a number of people a number of times. Infor- 
mation is obtained not only by correspondence, or through people who 
emigrate, but also from people, some of which are in high positions, 
who come out of Yugoslavia on some official mission and thet return 
to the country. 

Mr. Anatr. Of what use is the Yugoslav submarine base to the Rus- 
sians? Do you mean their submarines are actually putting in there 
for servicing or what do you mean ? 

Dr. Draskovicu. Well, if you visualize the position of Sasseno, it is 
obvious that it is as important to the Adriatic Sea as Gibraltar is to 
the Mediterranean. It seals over the Adriatic completely. 

The Yugoslav bases are situated north of that point. If the Yugo- 
slavs were really against Moscow that would present some difficulties 
for the Soviets in blocking completely the Adriatic Sea. If however, 
the Yugoslav Communist regime cooperates, then the Soviets can de- 
vote more of their strength to operations in the Mediterranean and 
they can leave it to just a few Yugoslav submarines to do the work for 
them in the Adriatic Sea. 

Mr. Apatr. And your information is that the Yugoslav base is be- 
ing used for that purpose ? 

Dr. Draskovicu. Definitely, sir. 

Mr. Aparr. Coming to the use of firearms going on into Russia, I 
think you said something about “all arms.” 

Dr. Draskovicu. Every type, sir. 

Mr. Apatr. Every type, yes. 

Do you mean to say those are sent on for study by the Russian 
Communists, or sent in large quantities for use? 

Dr. Drasxovicu. No, just so they know what Yugoslavia is getting. 
And No. 2, those arms, and corresponding ammunition, can be pro- 
duced in the Soviet Union, so that Yugoslavia will not depend upon 
the United States. The fact that Yugoslavia is constantly asking 
for U.S. arms and getting them does not mean that they are not pro- 
ducing themselves or receiving them from the Soviet Union. 

Chairman Morcan. When you use the term “arms” would you 
include such things as aircraft? 

Dr. Draskovicu. Yes. 

Chairman Morean. All from the largest to the smallest ? 

Dr. Draskovicn. Yes, sir. 

Mr. Aparr. I think that is all, Mr. Chairman. 

Chairman Moraan. Mr. Fascell. 

Mr. Fascetu. Doctor, Tito as a Communist believes in a commu- 
nistic world, but he would not necessarily restrict himself to the use 
of force to achieve that type of world; is that your understanding of 
that position ? 
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Dr. Drasxkovicn. Certainly, he will use any means. I think he is 
even more strongly—I think it was in 1949 or 1950 when both he and 
Kardelj made their distinction. We do not need war or revolution 
to attain world Communist rule. 

Not only is he for that but he is a champion of not using war because 
war is dangerous. 

Mr. Fascetn. That is what I am arriving at. This is his principal 
point of departure. 

Dr. Draskovicn. Exactly, sir. 

Mr. Fasceti. And that is the only substantial point of departure? 

Dr. Drasxovicu. That is the essence of his strategic differences 
with Stalin. 

Mr. Fasce.t. Now the Yugoslavs produce more refugees, you say ? 

Dr. Draskovicu. Yes, sir. 

Mr. Fascetu. Can that be logically interpreted that Tito’s regime, 
as far as the people are concerned, is not looked upon with favor in 
the country ? 

Dr. Draskovicu. Precisely. Why would people escape if Yugo- 
slavia is free? 

You don’t escape from a free country; you escape from countries 
which are oppressed. There are even now thousands who risk their 
lives to escape, and many are daily losing their lives because they 
prefer death to slavery. 

Mr. Fascevu. In other words, the general population in Yugoslavia 
doesn’t go along with Tito’s regime ? 

Dr. Drasxovicu. That is certainly so. 

Mr. Fascett. And whatever he is able to achieve by way of ad- 
ministration in his own country, since the mass of the people are 
not with him, does he achieve that by force ¢ 

Dr. Draskovicu. He does it by force. Of course, what helped him 
tremendously is the aid by the West, which affected the resistance 
of the people to Tito. The people feel in a way—and I can under- 
stand that—that the U.S. aid to Tito is being given for some deep 
reason they cannot fathom at this moment but that basically the 
United States cannot in the long run help communism against the 
people, but will help the people get rid of communism. In any case, 
the very fact that the free world is helping Tito is definitely strength- 
ening his position and enabling him to oppress the people more easily. 

Chairman Morgan. Mr. Fulton. 

Mr. Futton. What part of Yugoslavia do you have relatives in? 

Dr. Draskovicn. I, myself, come from Belgrade. My family is 
from Central Serbia. 

Mr. Futron. Are the divisions within Yugoslavia, with these vari- 
ous groups, still strong? That is, among themselves, are they still 
divided ¢ 

Dr. Draskovicu. Well, there are definitely divisions, among various 
groups, but I think that the feeling is overwhelmingly against com- 
munism and that is the force which is uniting all those groups. 

Mr. Fuuron. Do you favor food to feed the people of Yugoslavia 
as distinguished from military aid or in industrial aid? 

Dr. Draskovicu. It is difficult to say. From what I could gather 
from people coming from here, they would rather go hungry 2 or 
a! years and then be free rather than to be fed a little and remain 
slaves. 
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Mr. Fuuron. I am wondering what the cause and effect might be 
on a USS. ee food program. Should we not continue a pro- 
, mes under Public Law 480 to provide U.S. surplus agricultural foods 

or various peoples who are oppressed in certain countries? 

Dr. Draskovicu. There is the material and the psychological aspect. 
I think that both considerations would appease against. If the 

ple receive some help, there is maybe a little less hunger; but there 
is less opposition to the regime. The sharp edge of revolt is taken 
away. 

And, which is more important, if America is sending help, that the 
people consider that as aid from America to Tito. 

Mr. Fuuron. Would you have sent the aid from the U.S. people to 
the people of East Berlin and East Germany ? 

Dr. Draskxovicn. I think it is an entirely different situation be- 
cause there the people know it is a Communist regime and nobody 
has any doubts about that. 

Mr. Fuuron. Would you send food then under our U.S. current 
program, as well as industrial equipment, and surplus food to the 
people of Poland? 

Dr. Draskovicn. No, sir, I would not. 

Mr. Futon. You don’t then think such programs permit these 
people who are opposed to the regime to build up their strength so 
they will be better able to move toward freedom rather than have the 
oppressed ones who are at the bottom of the economic heap and who 
get the least food, get weaker. 

I am sure you don’t believe the Communists in Yugoslavia are 
limiting themselves on food. It would probably be the people who 
are anti-Communists, which weakens them. Why shouldn’t we 
strengthen the anti-Communists because they are at the bottom of the 
heap, and of course get the last serving at the table. 

Dr. Draskxovicn. IT spoke to a number of peasant boys and farmers 
from Yugoslavia. Without an exception, they are all in favor of 
going hungry for a few years and then getting rid of communism. 
This way they get very little, there is no basic change and they lose 
every hope. 

Mr. Furron. Thank vou. That is all. 

Chairman Morean. Mr. Beckworth. 

Mr. Beckwortn. Doctor, how do you personally account for the 
fact, in view of the great mistake you say this country has made in 
giving aid there, that we have given that aid? 

Dr. Drasxovicn. IT don’t think that is quite the question for me to 
answer. 

Mr. Becxwortn. I am not trying to worry you with the question. 
T’d like your views on this. 

Dr. Draskovicn. Well, I think that the United States has had an 
exceptionally happy history, comparatively speaking. There has been 
less oppression, less bloodshed in the history of the United States than 
in the history of any other country in the world. 

There have been no invasions of the United States so that the 
people of the United States have no feeling of that type of danger. 

However, the history of Russia, regardless of the present regime, 
has been very unhappy in human terms. The difference in the ex- 
perience of individuals and of the whole nation is huge. Finally, 
communism is a thoroughly political doctrine. The communists are 
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interested only in power. So if you have one side with great expe- 
rience in civil and tremendous imperialistic ambitions, and the other 
side which is unaware of all that, then for a number of years, 
in spite of all your efforts to catch up, you are bound to be exploited, 
to lose, because you can never figure out how crafty, how wily the 
enemy is. You cannot imagine how the man is going to destroy you 
when he smiles and shakes hands with you. 

This is the psychology which takes some time to bridge the gap. 

There is such a deep abyss separating their psychology of govern- 
ment from ours and the mentality of the people from ours that it is dif- 
ficult for Americans to figure out communism and the Communists. 

Mr. Beckxwortru. You say Tito did not condemn Soviet interven- 
tion in Hungary? He never did condemn that ? 

Dr. Draskxovicn. Not only did he not condemn, but he was very 
explicit in approving of it. 

Mr. Beckwortu. Do I understand you escaped over there ? 

Dr. Draskovicu. No, sir, I was 4 years in captivity. When Hitler 
attacked Yugoslavia, I was a lieutenant in the Reserve and was made 
a prisoner for 4 years. 

{r. Beckwortn. Has this government of Tito divested you or any 
of your relatives or close friends of any properties ? 

Dr. Draskxovicn. Well, first of all, they divested many of my friends 
of their lives. 

Mr. Becxwortn. What about property ? 

Dr. Draskxovicn. Frankly, I don’t know. Now, it has been con- 
fiscated. 

Mr. Beckwortu. Was any of your property or your folks’ property 
confiscated / 

Dr. Draskovicu. Well, it was used by Tito. As a matter of fact 
now it is being officially and legally, if I can use the term, confiscated. 

Mr. Becxworrn. Of what did it consist, roughly ? 

Dr. Draskovicu. Well, my father had a house in Belgrade. A small 
house. Now he is being confiscated. 

Mr. Beckwortu. Only a small amount of property ? 

Dr. Drasxovicn. Well, all I had. I didn’t have much, 

Mr. Becxwortu. Let me ask you this: Were you considered a 
wealthy family over there ¢ 

Dr. Draskovicn. No, sir. 

Mr. Becxwortu. This I wanted to determine. 

Thank you, Mr. Chairman. 

Chairman Morgan. Mr. Murphy. 

Mr. Murrny. Thank you, Mr. Chairman. 

Doctor, from what sources does Tito receive his greatest support 
or opposition? Referring to the Croatians, the Serbs, and so forth? 

Dr. Draskovicn. It is difficult to say. He himself is a Croatian, 
but he has been all his life an agent of Moscow. Incidentally, when 
he was there in 1927, and this has been published in his biography, he 
said that his whole being revolted against what he saw. He has 
since then, after that, after all the horrors he saw in the Soviet Union, 
very willingly accepted the post of the secretary-general of the Com- 
munist Party in Yugoslavia and served Moscow imperialism. 

But he built before and during the war the Communist Party of 
Yugoslavia from people from all parts of Yugoslavia. During the 
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war a pro-Nazi regime was supported in Croatia by Hitler and Musso- 

lini. en it was obvious that Hitler was going to lose, Tito ap- 

led to the Croatian Fascists saying, “Look here, you are losing. 

ou had better join me,” and many people did. So when Italy capitu- 

lated, many of the members of the Croatian Fascist army joined Tito, 
which was of great help to him. 

However, now there are people of all origins in the Communist 
Party of Yugoslavia but, comparatively speaking, the weakest are the 
Serbs because it has been a basic policy of the Communists to break 
the backbone of the Balkans and that is the Serbs, because of their 
geographical position, their number and their stanch spirit of freedom. 

If Tito is trying to favor other groups in Yugoslavia it is because 
they are numerically weaker and can be used to an extent to break 
the backbone of Yugoslavia, which is the Serbs. So everything is done 
purely from the viewpoint of destroying enemy resistance to Com- 
munist imperialism in the Balkans. 

Chairman Morgan. Mr. Meyer. 

Mr. Meyer. No questions, 

Mr. Jupp. May I ask one question, Mr. Chairman ? 

Chairman Morgan. Dr. Judd. 

Mr. Jupp. Do you believe it is possible for a Communist govern- 
ment to operate in terms of national interests? 

Dr. Draskovicnu. No, sir, I do not. 

Mr. Jupp. People will often say, “Well, we’ve got to drive a wedge 
between the Chinese Communists and the Russian Communists.” One 
high official in our Government 6 years ago said to me, “I am con- 
vinced that the interests that the-Communists in Peking have as 
Chinese will lead them into conflict with the Communists in Moscow.” 
What is your comment on that ? 

Dr. Drasxovicn. I do not believe that, sir. Of course, if the world 
were to become completely communistic, if we had only Communists 
in the world, then the Chinese, Russians, Germans, and French, and 
Americans will clash, but that is no consolation to us. Freedom will 
not be brought back to life. But as long as they are not secure, the 
interests of spreading communism and Communist power in the world 
will always prevail over any consideration of national interest. 

Mr. Jupp. So when a man becomes a Communist he cannot, almost 
by definition, be a Russian patriot even, or an American patriot or a 
Chinese patriot ? 

Dr. Draskovicn. That is right. 

Mr. Jupp. He renounces all national loyalties in favor of the in- 
ternational conspiracy ¢ 

Dr. Drasxovicn. That is right. 

Mr. Carnanan. I think you said the people of Yugoslavia would 
rather go hungry for a few years and then become free. 

Do you think there is any chance for the people of Yugoslavia to 
overthrow their Government and become free ? 

Dr. Drasxovicn. We must bear this in mind, that the Serbs lost 
1 million people during the war so, of course, that weakened them 
very considerably. You can well imagine, out of 10 million, 1 million 
is a tremendous loss within only 4 years. So the potential strength 
for national revolt after the war was not at its natural level. Now, if 
we review what happened in East Berlin, Poznan, Hungary, and now 
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in Tibet, I think a little more help of the free world will definitely 
cause those people to shake off their chains without any armed inter- 
vention, but they must have moral support. 

Mr. Carnauan. What constitutes moral support? 

Dr. Draskovicu. For instance, saying clearly and unmistakably, 
“We are-on your side.” Severing the diplomatic relations with the 
Soviet Union; recognizing—during the revolution in Hungary—the 
free revolutionary committee as the temporary legal government ; or— 
again in the case of Hungary—stationing two brigades in Austria 
across the border from Hungary. 

Mr. Jupp. And not giving any aid to Tito. 

Dr. Draskovicn. That is right. 

There are psychological things that will make all the difference 
between disaster and victory. 

Mr. Carnanan. You believe at the psychological point there should 
be an interference, militarily, to help an uprising in Yugoslavia? 

Dr. Drasxovicn. No; I think military intervention is not necessary. 
I think the very fact, if we make it completely clear that we are on 
their side, as we ought to have done in 1956, then other people would 
be up in arms and the troops of Khrushchev which were fleeing the 
country would not have come back. They came back because we let 
those people down, but they were leaving the country. 

Mr. Carnanan. We let them down in what respect? 

Dr. DrasKxovicn. There was no movement on our side. There were 
thousands of volunteers in Europe who wanted to go there. Nobody 
gave them the opportunity. 

Mr. Carnanan. Wouldn’t that have constituted an assistance from 
the outside militarily, that I asked you about before? That you said 
you did not recommend ? 

Dr. Drasxovicu. I was speaking of the United States armed inter- 
vention. But there were thousands of students from Belgium, Hol- 
land, Italy, France and Switzerland. They were ready to go. I think 
they should have been allowed and enabled to go to Hungary. 

Mr. Carnanan. I will not prolong the discussion any further. 

Mr: Sevpen. May I ask a question along that line, Dr, Draskovich ? 
If the Russian and the Yugoslav Communists are as close as you have 
indicated, would Russia allow the Yugoslav people to shake off their 
shackles? ~ 

Dr. Drasxovicn. The only way to prevent a war is to carry on sub- 
versive political warfare in there behind the Iron Curtain. If the 
Tron Curtain area is set aflame they will have no time for interven- 
tion, because it is very easy not to incite people to revolt, but just to 
let them know that we will not help the Soviets oppress them. 

Mr. Sevpen. Suppose the Yugoslav people revolted. If Tito is as 
close to Russia as you have indicated, wouldn’t he ask the Russians 
to send in troops as was the case in Hungary ? 

Dr. Draskovicu. Yes, sir, but in 1950 the President of the United 
States issued a warning to Moscow, to Stalin, saying practically—I 
cannot quote the words, but it was in all the newspapers—“Hands off. 
In the case of an attack by Soviet troops on Yugoslavia, the United 
States will consider that as a warlike act.” 

If such a statement can be made to protect a Communist, it can 
be done for the sake of freedom. 

I think if we can go so far to protect communism, we can go that far 
to protect freedom. 
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Mr. Sexvpen. Suppose they did call in Russian troops and they 
came. Where do we go from there? 

Dr. Draskovicu. A purely defensive policy, where we always let 
the enemy have the initiative and then just react, cannot achieve any- 
thing. So we must, politically speaking, be on the offensive, and be 
ready for any development. At the same time it is not part of our 
waiting to see what we will do. A revolt can be the signal for a 
revolt of four or five or ten other peoples in the Soviet Union and 
behind the Lron Curtain. 

So if we have only Hungary revolting or only Poland or only Yugo- 
slavia, it is a bad situation. But if you have at the same time the 
Ukrainians, the Poles, the Germans, the Hungarians, and the people 
in Yugoslavia, it is something else. The Soviets will be too busy 
defending themselves in Moscow. They will have no time to thin 
of sending troops to Yugoslavia. They will have to fight where 
they are. 

thairman Morgan. Thank you, Doctor. 
* The next witness, of course, is known to every member of the com- 
mittee. He is the Honorable Henry S. Reuss, a distinguished Member 
of the House from the State of Wisconsin. Mr. Reuss. 


STATEMENT OF HON. HENRY S. REUSS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WISCONSIN 


(The following statement was submitted by Mr. Reuss for inclusion 
in the record :) 

I deeply appreciate the opportunity to present to the Committee 
on Foreign A thairs two proposed amendments to the Mutual Security 
Act of 1959. 

The first amendment would centralize the administration of all 
our programs of economic aid to foreign nations in the Secretar 
of State, and in our diplomatic missions abroad. The second amend- 
ment would direct the President so to administer the act as to en- 
courage democratic majority rule, and respect for the rights of in- 
dividuals and minorities. 

The text of the first proposed amendment is contained in H.R. 5816, 
which I introduced on March 18. Copies of H.R. 5816 have been 
made available to members of the committee. Because of the complex 
nature of our foreign economic legislation, I have asked Mr. James 
M. Menger, Jr., Assistant Counsel, Office of Legislative Counsel, 
House of Representatives, who prepared H.R. 5816 at my request, to 
accompany me here this afternoon. ‘ 

The amendment takes from the International Cooperation Ad- 
ministration its present functions of economic assistance, defense 
support, technical cooperation, and grant aid; from the Development 
Loan Fund its loan program; from the Department of Agriculture 
the surplus agriculture commodity program; and vests their func- 
tions in the Secretary of State, and under him in the Under Secretary 
of State for Economic Affairs, acting through the Deputy Under 
Secretaries and Assistant Secretaries of State, and the regional and 
country desk sections of the State Department. In the field, these 
foreign aid functions would be carried out by the U.S. Ambassador 
or other chief of mission. The International Cooperation Admin- 
istration, and the Development Loan Fund, with no functions re- 
maining, would be dissolved. The Department of Agriculture would 
retain of its activities under Public Law 480 only the determination of 
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what agricultural commodities are “surplus.” The Department of 
Defense would retain, to the same extent as at present, its military 
assistance function. 

The effect of the amendment would, I believe, result in greatly in- 
creased efficiency and economy. It would avoid much of the present 
costly duplication of personnel by the ICA and the State Department, 
both in Washington and in foreign countries. The geographic di- 
visions of ICA and of the State Department show a considerable par- 
allelism in both structure and function. Both agencies are concerned 
with various aspects of economics, transportation, communication, 
trade, exchange of persons. Likewise, they have similar administra- 
tive organizations with respect to budgetary staffs, personnel, and 
congressional relations. The present organization of the Development 
Loan Fund, and the Public Law 480 activities of the Department of 
Agriculture, also tend to duplicate the activities of the ICA and the 
Department of State. 

Secondly, the proposed streamline merger of our foreign economic 
aid into the State Department would also eliminate the necessity of the 
elaborate coordination and consultation mechanisms that now take 
place by the Department of State, on the one hand, and the Interna- 
tional Cooperation Administration, Development Loan Fund, and the 
Department of Agriculture, on the other hand. The amendment, of 
course, would not eliminate the need for continued consultation and 
coordination by the State Department and other Departments, such 
as Defense, Commerce, Interior, and Labor. But it would greatly sim- 
plify such coordination. 

Thirdly, the amendment, would recognize the long-term necessity of 
our foreign aid program by centralizing it in a permanent agency, 
the Department of State and her foreign diplomatic establishment. 
In Marshall plan and point 4 days, it was possible to justify im- 
provised temporary agencies because it was thought that the opera- 
tion was of a temporary character. But as the Draper Committee re- 
port dramatically emphasized, our national interest requires that our 
foreign economic commitments are more than merely stopgap and 
temporary. As Under Secretary of State for Economic Affairs, the 
head of the total foreign aid program would have direct access to the 
Secretary of State, as he should have. 

Fourth, the amendment would greatly lighten the administrative 
burden upon the overtaxed administrative personnel of the emerging 
nations who are the recipients of our foreign aid. As Dean Harlan 
Cleveland of the Maxwell Graduate School of Citizenship and Public 
Affairs of Syracuse University told the Senate Foreign Relations 
Committee on February 18, 1959: 

We see no particular damage in setting up a new agency every time we get 
a new idea about how to finance public investment abroad, or want to start 
a specialized new program of technical assistance. As things now stand, the 
leaders (of countries receiving our aid) will normally deal with 16, 18, and 
often more than 20 different agencies purveying various kinds of assistance to 
their development plans. In our enthusiasm for modernizing every economy 
we can reach, we have tended to close our eyes to the administrative burden 
which we place on the governments of the less developed countries by prolif- 
erating the independent agencies we create to help them. * * * And the situation 
is getting worse, not better. In most countries, the number of Americans 
and U.N. agency advisers is almost certainly increasing more rapidly than the 


local government’s capacity to cope with them. The time for consolidation of 
our efforts in this respect is already overdue. 
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A detailed study entitled “Need for the Consolidation of Forei 
Aid Functions” has been prepared at my direction by Halford L. 
Hoskins, Senior Specialist in International Relations, Legislative 
Reference Service, Library of Congress, dated March 2, 1959. I in- 
clude a copy of this admirable study for the committee’s records, 

The second mane amendment would include in the preamble 
to the Mutual Security Act, as amended, a new section (probably to 
be numbered section 15) as follows: 


It is the sense of Congress that the President shall administer the mutual 
security program, so far as possible and without imposing conditions which 
interfere with local sovereignty or self-respect, so as to encourage democratic 
majority rule, and respect for the rights of individuals and minorities. 

This small amendment is an attempt to work our way out of what 
may be called the dictator dilemma. We are not very happy about 
giving aid to dictators. But just what is a dictator? And are we to 
cut ourselves off from countries such as Burma, Pakistan, Indonesia, 
the Sudan, Korea, Nationalist China, Cambodia, Lran—one could go 
on and on? 

Tho proposed language, instead of taking the negative view of 
turning thumbs down on dictators, would take the more positive view 
of turning the smile of encouragement on those who are moving to- 
ward democracy—defined as rule by the majority with respect for 
the rights of the minority. And the affirmative smile is made com- 
pletely discretionary so far as possible; and it is not to be used as a 
condition, or a string on our aid. 

But what is there left of it then? There is left of it, first, a stand- 
ard for the world to see that we_not only continue to believe in 
democracy but look toward its extension as the best alternative, in 
the last analysis, to communism. It recognizes, too, that that country 
is likely to move faster toward economic progress and stability, in 
which everyone has a stake in the government—a stake impossible 
under a dictatorship, Communist or otherwise. 

Secondly, the amendment would constitute a congressional guide 
to the administration of the mutual security program by the Execu- 
tive. If democracy is to be encouraged, this means that the limited 
funds available for foreign aid ought to be marshaled to the support 
of countries which are sincerely trying to move in that direction. And 
the type of aid ought, as much as possible, to be the type which itself 
stirs the beginnings of democracy—education programs, public ad- 
ministration missions, help in improving land tenures, village de- 
velopment programs. Furthermore, if there is anything to the points 
made in the best-selling book “The Ugly American” (as I think there 
is), such a little amendment might be a useful part of the kit of the 
men and women who carry out our aid program. 

Mr. Revss. I appreciate consideration of the committee to two pos- 
sible amendments to this year’s renewal of the Mutual Security Act. 
The first amendment is contained in a separate bill which I introduced 
a month ago, H.R. 5816, which has been distributed. The bill and the 
amendment would centralize the administration of our foreign aid 
programs in the State Department, and in our diplomatic missions 
abroad. Because the amendment involves a quite complex task of 
legislative draftsmanship, I have asked Mr. Menger of the Office of 
Legislative Counsel of the House to accompany me here this after- 
noon. Of course he is here only in a technical capacity, since the 
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Office of Legislative Counsel, as we all know, does not take a policy 
position on legislation. 

Very briefly, what the amendment does is to take from the Inter- 
national Cooperation Administration its present functions, economic 
assistance, defense support, technical cooperation and grant aid. It 
takes from the Development Loan Fund its present functions of long- 
term loans. It takes from the Department of Agriculture practically 
everything that the Department of Agriculture does in the Sicteshion 
of surplus food programing. It vests all these functions in the Secre- 
tary of State here in Washington. 

Here in Washington the delegation would run down through the 
Under Secretary of State for Economic Affairs, the Deputy and As- 
sistant Secretaries of State and the regional and country desks of the 
uy, ebansany of State. 

)verseas, these functions would be carried out by the U.S. diplo- 
matic mission. 

The ICA and the Development Loan Fund with their functions 
transferred to the Secretary of State, would disappear. The De- 
partment of Agriculture’s connection with Public Law 480 would lie 
simply in the determination of what commodities are surplus. As at 
present, the Department of Defense would continue its military as- 
sistance function. 

The amendment would, I believe, have four consequences: It would 
result in increased efficiency and economy because there is now much 
costly duplication in our Risian aid setup and structure, Both the 
ICA and the State Department have the same country desks and 
geographical structure. Both are concerned with economics, trans- 
portation, communication, trade. Both have somewhat similar ad- 
ministrative organizations with respect to budget, personnel, and con- 
gressional relations. 

This is true to a large de in the organization of the Develop- 
ment Loan Fund and the Pablic Law 480 activities of the Department 
of Agriculture. So the merger of these into one agency, and that 
under the State Department, would quite obviously eliminate much 
duplication. By the same token, it would eliminate much of the pres- 
ent coordinating, liaison, and consultation structure which occurs 
whenever you proliferate these agencies. 

Thirdly, the amendment would recognize what I believe is coming to 
be a recognized truth about our mutual security program, that it is 
going tobe here for a long time to come. Back in Marshall plan 
days and back in point 4 days it was entirely possible to justify im- 
provised temporary agencies for foreign aid because it was believed 
the operation was of a temporary character. 

The host of recent studies—the most recent of them is the Draper 
Committee study—have dramatically reemphasized that our foreign 
economic commitments are long-term ones that require the best kind 
of permanent organization we can evolve. 

Finally, the proliferation of our foreign che over so man 
agencies—the Development Loan Fund, the ICA, the State Depart- 
ment, the Department of Agriculture—has tended to overtax the 
already very overworked administrative personnel of the countries 
we are trying to aid. In many countries we have excellent programs 
of aid in public administration, but it requires the best efforts of our 
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schools of public administration to turn out enough administrators 
in the recipient countries to begin to coordinate the various American 
agencies and United Nations’ agencies which are over there adminis- 
tering foreign aid. 

Dean Harlan Cleveland, of the University of Syracuse, had some 
interesting things to say before the Foreign Relations Committee in 
February of this year, and I have quoted that. His point is that in 
most countries the number of American and U.N. agencies’ advisers 
is increasing more rapidly than the local governments’ capacity to 
cope with them. The time for consolidation of our efforts in this 
respect is already overdue. 

The second proposed amendment which I present to your committee 
is a short and simple one designed to work our way out of this agoniz- 
ing problem of what do we do with countries that have dictatorial] 
governments. 

The American people are obviously not very happy about this. It 
comes up every year during the consideration of the Mutual Security 
Act. It is not, however, a simple problem. It is difficult to define 
just what is a dictator, and if we are going to say archly that we are 
going to cut ourselves off from such countries, what rey Zana to Burma, 
Pakistan, Nationalist China, Cambodia, Iran, Korea? I could go on 
and on. 

Therefore, the language of which I urge consideration would amend 
the preamble to the Mutual Security Act by adding language along 
somewhat the following lines. My formulation is as follows: 

It is the sense of Congress that the President shall administer the mutual 
security program, so far as possible and without imposing conditions which 
interfere with local sovereignty or self-respect, so as to encourage democratic 
majority rule, and respect for the rights of individuals and minorities. 

Now, you will note that this language doesn’t take the negative view 
of saving “Thumbs down on dictators.” IT think we have to steer clear 
of doing that. Instead, it takes the positive view that we should give 
the smile of encouragement to those who are moving toward democ- 
racy, which is defined here as rule by the majority, but with respect 
for the rights of the minoritv. Both of them seem to me equally im- 
portant. And even this affirmative smile is made discretionary by 
use of the term “so far as possible,” and it is made clear that these 
goals aren’t to be used as a condition or as a string to our aid which 
would be unacceptable to local countries which are proud of their 
sovereignty. 

Having said all this, one may say “What is left of the proposed 
amendment?” Tsuggest there is left, first of all a general declaration 
of policy, which is important in the formulation of our foreign policy 
objectives, that we in this country consider democracy, in the last 
analysis, as the best alternative to communism. It recognizes, too, 
that strictly from the economic standpoint a recipient country is likely 
to move faster toward economic progress and toward stability, which 
is what we are after, in which everyone has a stake in the government. 
And a stake in the government is impossible under a dictatorship, 
whether it is communistic dictatorship or any other kind of dictator- 
ship. 

Secondly, the amendment, in addition to setting up a broad standard, 
would constitute a congressional guide to the administration of the 
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program by the Executive. If democracy is to be encouraged, and 
there are some 80 countries, let us say, which want some sort of Ameri- 
can economic aid, and we can’t aid them all because the funds are 
limited, it seems to me one of the criteria which might well go toward 
determining who shall be the special objects of our friendly help could 
be what country is moving toward a government by majority rule with 
respect for the rights of the individual and of the minority. 

Again, a general purpose amendment like this could be of some 
guidance to the administration concerning the type of aid upon which 
it concentrates. Certainly programs of sponsoring education; pro- 
grams of public administration; programs which aim at improved 
land tenures; programs which aid in village development, happen to 
be what I consider among the finest things we do in our foreign aid 
rogram. 
These kinds of programs in and of themselves automatically tend 
toward the inculcation of democratic life. 

Finally, it could well be that the setting up of a goal of democratic 
life somewhat along the lines here suggested could improve the ad- 
ministration of our foreign economic policy. You are all familiar 
with the bestselling book, “The Ugly American,” and without attempt- 
ing to pass judgment on whether all these allegations are true, cer- 
tainly there is some truth to them as some of us who have had occasion 
to travel abroad have upon occasion observed. 

An amendment along the lines suggested, therefore, might be a kit 
for the Americans who travel abroad for our country, in that it would 
keep before them the ideals of democracy. While we certainly don’t 
want to impose them on anybody else, we want to make clear in our 
foreign aid program that this is, in our opinion, the kind of alterna- 
tive to communism which we hope the friendly countries which we 
are helping would move toward. 

Thank you very much, Mr. Chairman. 

Chairman Morean. Thank you, Mr. Reuss. 

Mr. Reuss, this morning we heard some testimony from a dis- 
tinguished constituent of yours, and Mr. Zablocki’s, to the effect that, 
the foreign aid program back in the early days, the days of the begin- 
ning of the Marshal plan, had 480 employees, and now it has grown 
up to over 12,000 employees. 

Do you think your amendment would, if adopted, have some effect 
upon reducing the number of people that are now employed by ICA? 

Mr. Revss. Let me say, first, that Mr. Harnischfeger, who testified 
this morning, was against the foreign aid program when it did con- 
sist of 400 members in the Marshall plan days. 

I wouldn’t want to oversell the amendment I propose, or suggest 
that thousands of jobs could be saved. I believe—and I have dis- 
cussed this with many people in the administration, and in the ICA— 
I believe it would save hundreds of jobs, and more particularly could 
mean that the work would be more effectively carried on by a some- 
what smaller number of people. 

ae Morean. Where do you think the duplication occurs, 
most] 

Mr. Reuss. A great deal occurs in the country desk structure. If 
you have two agencies, you have two Thai desks, two southeast Asian 
regional arrangements; I am not suggesting that everything they do 
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is duplication, but certainly much that they do is, and more waste of 
manpower occurs when the inevitable coordinating committee is set 
up to see that they do keep themselves in harmony. 

Chairman Morgan. Thank you, Mr. Reuss. 

Mrs. Bolton. 

Mrs. Bouton. It is nice to have you up here. 

Have you discussed your suggestion with the Department of State? 

Mr. Reuss. I have discussed it with many individuals in the Depart- 
ment of State who are working at some of the country desks in eco- 
nomic work and so on. I have received encouragement from those 
individuals with whom I discussed it. 

I formally sent it to the Department for their comment, but I don’t 
think their comment has been received. 

Chairman Morean. No, it has not been received. 

The bill was referred to this committee. 

Mr. Reuss. Only about a month ago, unfortunately. 

Mrs. Bouton. It certainly has many. many rather enticing sides to 
it. I think we all feel that we build a little something, and then 
something is built on top of that, and then something on top of that, 
and then there is a coordinating group, and they go out like that, and 
there has to be another coordinating group, and there is a great prob- 
lem as to how to pull it all into one place. 

T can only say that I commend you for your enthusiastic efforts. 

Mr. Reuss. Thank you. I well realize I have wielded a rather 
broad sword here. and this is to get the issue before the committee, 
as von understand. 

Mrs. Borrov. Yes. We are verv grateful, I am sure. 

Chairman Moroan. Mr. Carnahan. 

Mr. Carnanan. Mr. Chairman and Mr. Reuss, we are certainly 
happy to have you here directing your remarks to problems that have 
been before the committee. 

We think your proposals have some merit, and we will certainly 
give your recommendations every possible consideration. 

Mr. Rruss. Thank you. 

Chairman Morean. Dr. Judd. 

Mr. Jupp. I appreciate what you are after here, Mr. Reuss. But I 
have some qualms about it. I don’t know why you don’t also put 
the Pentagon, the Army, Navy and Air Force under the State De- 
partment. They are merely the military arm of our foreign policy 
as USTA is the propaganda arm of foreign policy. ICA is one of 
the economic arms of our foreign policy. 

If we are going to be logical, I think we ought to include the 
Pentagon too. We have countrv desks there and all that same dupli- 
cation. They deal with specialized programs with which the am- 
bassador cannot now deal, the same as the loan people or technical 
assistance people deal with fields where the ambassador is not imme- 
diately familiar. 

What is your reaction to that? 

Mr. Revss. On the two propositions put—the USTA, I think that 
the bill referred here by my colleague, Mr. Meader, is a good one. 
T don’t include it for two reasons: 

One. Mr. Meader has already more than adequately handled it, and 
secondly, I was concerned rather entirely here with foreign economic 
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aid, and information, while important, is not a part of that package, 
although I think it should be under the Department of State. 

As far as defense goes, while analytically you are right, Dr. Judd, 
that our defense is part of our foreign policy—it has no other pur- 
pose—nevertheless, the Defense Establishment is so enormous that 
1 am inclined to think that is too big a bite, and therefore I did nothing 
with the —— split of function. As of now, I would leave the 
Department of Defense to conduct our military assistance program 
with the State Department in on the act for defense support and some 
of the other related aspects. 

Dr. Jupp. Of course there are other people who feel there is al- 
ready too much under the State Department. At the first appear- 
ance Mr, Dulles made before this committee, about 3 or 4 days after 
he became Secretary of State in January 1953, he made an urgent 
plea that not only do we refrain from putting more operating agen- 
_ into the State Department, but that we take out some that were 
there. 

He said that he had seen his predecessors so harassed with settling 
internal disputes here and there, hiring and firing, that they had 
too little time to think, and that the State Department ought to be 
a relatively small outfit, dealing with policies, overall objectives, and 
then sending general directives, with the President’s approval, to the 
Pentagon or to the economic or to the other agencies, to carry out 
those policies. 

I, myself, agreed with him, but the committee overrode us and, 
against his objection, put ICA into the State Department. I still am 
not convinced that we did the right thing or that this proposal would 
be the right thing. 

I think that if we were to do it, then we would have to get a whole 
new crew of ambassadors, because the ambassadors, the career men, 
have not been trained or prepared for such a job. 

This is a shortcoming already. They were trained and sent out to 
observe, to report, to get information back to the Department, to ne- 
gotiate. They are professionals in that field. They have had 30 
years of experience in it, and none as managers of huge operative 
agencies. 4 

Now you would have them take over in each country a job almost 
bigger than General Motors. How can they do it? We hear criti- 
cism—understandable and unavoidable criticism from the MAAG’s 
and the ICA people carrying on big operations—millions of dollars’ 
worth—that the Ambassador is so busy doing his diplomatic duties 
that he doesn’t pay enough attention to the operating agencies thrust 
on him, that he doesn’t hold regular staff meetings and so forth. The 
difficulty is that he naturally doesn’t think in operating terms. He 
wasn’t trained to be an operator. He is an observer, a reporter, a 
student of a different sort. ! 

I know your objective. I am 100 percent for it. Probably we 
will never get any adequate answer, but I have grave concern that 
you may be increasing the difficulties rather than simplifying them. 

That is my comment. . 

Mr. Reuss. Let me say by way of answer, Dr. Judd: There are 
really two parts to my proposal. 

Mr. Jupp. I realize it. 
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Mr. Reuss. Only the second part of which runs into your objection. 
The main essence of what 1 am proposing here is, “Let’s take the 

ICA’s function, the Development Loan Fund's funetion, and the Pub- 

lic Law 480 function, and put them together in one agency.” 

That is four-fifths of what I propose. The remaining fifth is put 
them in the State Department. 

Now, one may well balk at that last and have legitimate reasons 
for doing so, but I (ink the case for consolidation is still quite strong 
and independent. 

I would just say a word on the last: If we give it all to the State 
Department, it is certain, as you say, that we would have to develop 
a new breed of ambassadors. However, I see no alternative in any 
event for developing a breed of American proconsuls who do have 
this scope that you correctly feel we need. 

I, myself, have perhaps a little better view of the abilities of some 
of our foreign service personnel. Some of them I think are awfully 
good, broad people, and if given the new function, could take it over. 
But certainly old-school, conventional diplomacy is not a training for 
the kind of job we are talking about. 

Mr. Jupp. You can’t have a higher opinion of the Foreign Service 
personnel than I have, for the job that they have been trained to do. 
But, believe me, operating a $20 million or a $300 million operation in 
a foreign country, with all its inherent difficulties anywhere, plus the 
additional ones in another country, is outside the scope of what our 
ambassadors were ever trained or conditioned or ever expected to do. 

Maybe this is a bottleneck that we just have to work out, step by 
—— Because the whole thing is outside of anything we ever expected 
to be doing up until 10 or 12 years ago. 

Thank you, Mr. Chairman. 

Chairman Morean. Mr. Murphy. 

Mr. Mureny. No questions. 

Chairman Morean. Mr. Fulton. 

Mr. Fuuron. We are glad to have you here. 

I like your ideas of placing the instruments of foreign policy under 
the authority of foreign policy direction. I think that is an excellent 
position, aif take it myself. 

I would wonder why you wouldn’t go the full way and, for example, 
put the Export-Import Bank as well, and the liaison with the Inter- 
national Finance Corporation under the State Department policy, 
specifically. 

This committee has found that, with various other congressional 
committees handling many of the instruments of U.S. foreign policy, 
such as the House Agriculture Committee handling foreign programs 
for the U.S. surplus agricultural products under Public Law 480, this 
tends to a complete emphasis on U.S. focus rather than on the foreign 
policy that might be beneficial to the United States abroad. 

Likewise, the policy becomes separated so that it becomes subject to 
pressures by particular types of individuals who have either financial 
interest in the particular program, financial interest in getting rid of 
the glut in the American market, or financial interest in being a man- 
ufacturer of a certain type, or a producer. This will have a large 
influence upon a committee set up to handle local U.S. problems in the 
Congress, or in the department set up to handle the domestic problems 
of that particular type of person or corporation. 
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I want to congratulate you on your thinking because it is broad- 
base thinking that it helps this committee to have in making judg- 
ments on how these matters are to be set up. 

May I finish with this? 

The House Foreign Affairs Committee has the job of looking at 
each of these countries and seeing what our overall U.S. policy should 
be with the particular country in many fields—military, science, spe- 
cial assistance, and technical assistance. Every type of foreign aid 
under our U.S. programs should be under the jurisdiction of one com- 
mittee that gives it the overall authority and the overall survey be- 
cause we have become knowledgeable in many countries, particularly 
through our services for many years on this committee. 

In many cases, there is breaking off jurisdictions into other com- 
mittees and fragmenting the U.S. foreign policy into many separate 
compartments. My feeling is that the jurisdiction of the House For- 
eign Affairs Committee and the Senate Foreign Relations Committee 
should be respected, even with the necessity of having liaison or co- 
operative meetings with certain U.S. policy committees so that we get 
both the American and the foreign point of view. 

I believe your statement is in general line with some of my own 
ideas, and I want to congratulate you on it. 

Thank you for your good appearance. 

Chairman Morean. Mr. Meyer. 

Mr. Meyer. Thank you, Mr. Chairman. 

Mr. Reuss, I am inclined to agree with you in the sense that your 
amendments are good. I have discussed part of this with some stu- 
dents of the State Department activities abroad and they have indi- 
cated that in the future ambassadors and staffs abroad will have to 
have more generalized training than they have had in the past and 
therefore I would be inclined to disagree with Dr. Judd in the long 
run that this is the type of thing that we should work forward to. 

I would also say it is quite easily possible to have on the staff of 
an ambassador an administrative assistant of the type who would 
have the business experience to do some of these things and free the 
ambassador for his more particular specialized work and therefore 
I do not believe that those objections would have to be of a type that 
would preclude the use of these amendments as a good constructive 
thing. 

I do, however, feel that the statement about even the military ac- 
tivities being conducted in the same fashion is logical. However, I 
might agree with you that it is not appropriate to bring it up at this 
time, but it might be something we would look forward to in the 
future as a step that might be brought into a similar amendment at 
a later date. 

What is your thinking about this? 

Mr. Revss. Well, I am glad to hear you say that. I would hope 
that the Foreign Affairs Committee would, if necessary, sit down 
with the other committees of Congress, like the Armed Services Com- 
mittee, and see whether it is not possible, both here in the House and 
in the administrative branch, to rationalize the structure of our for- 
eign policy. 

Mr. Meyer. I have nothing further. 

Chairman Morean. Thank you, Mr. Reuss. 
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Mr. Reuss. Thank you, Mr. Chairman. 

Chairman Morcan. Mr. Solberg? Our next witness is Harvey R. 
Solberg, chairman, executive committee, National Farmers Union; 
president of the Rocky Mountain Farmers Union. 


STATEMENT OF HARVEY R. SOLBERG, CHAIRMAN, EXECUTIVE 
COMMITTEE, NATIONAL FARMERS UNION, AND PRESIDENT, 
ROCKY MOUNTAIN FARMERS UNION, ACCOMPANIED BY REUBEN 
JOHNSON, COORDINATOR, LEGISLATIVE SERVICES DIVISION, 
NATIONAL FARMERS UNION 


Mr. Sorzerc. Mr. Chairman and members of the committee, Na- 
tional Farmers Union wishes to reaffirm support of the objectives of 
our program of economic cooperation. We have, as you know, sup- 
ported all phases of the program from its inception. We especially 
want to endorse section 402 and the use of our food and fiber as a 
vita] arm of our international policy. 

We feel now more than ever that our attitude toward the underde- 
veloped areas of the world be farsighted and just. In a democracy 
we all share in the responsibilities which have fallen on the United 
States, the recognized leader of free and freedom-seeking men and 
women of all nations. 

Farm families believe in a pattern of living based on fairplay, neigh- 
borliness, and concern for the welfare of others. ‘Out of this convic- 
tion has grown a deep-seated desire for a world free from conflict 
that ultimately may be the cause of war. Farm families know that 
the greatest contribution that we as a nation, leading the free world, 
can make is to solve the problems of chronic economic underdevelop- 
ment, poverty, and hunger. 

We cannot understand the shortsighted failure of the administration 
to make constructive use of our stockpile of food and fiber in areas 
of need. If the Soviet Union were blessed with such a treasure house, 
they would recognize it as a force to be used creatively and boldly 
for their own aggressive, expansionist purposes. Are we so lacking in 
imagination that we cannot devise ways and means of using these 
stocks of food and fiber to raise the standards of living and of educa- 
tion in chronically underdeveloped areas? We believe that these 
needs, rather than the military kind of security, as important as it is, 
should be given priority in the international policy of the United 
States. In serving the basic needs of people who are desperately try- 
ing to bridge the gap of a century or more in industrial development, 
we wil] serve our own best interest. 

In recent years the image of the United States, as seen by our free 
world neighbors, is no longer showing our true face. The most tragic 
par’ of the sitnation and that which has done more than anything else 
to change attitudes about us as a nation, is our failure to recognize 
our food and fiber stocks and our agricultural productive capacity 
as the powerful instrument it is and to commit it to furthering eco- 
nomic progress in the lesser developed nations of the world. 

The Administration has handled our food and fiber stocks as a 
linbilitv instead of an asset. Secretary Benson has sat on the sur- 
nins when he could have used it constructively for strengthening the 
free world. He has insisted and still insists on annual renewals of 
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Public Law 480 instead of long-range extension necessary for sound 
economic planning in recipient countries. 

I want to insert here that we believe in the quota system domesti- 
cally on food among farmers. It is necessary that other countries 

lan for 5 and 10 years and if we are to commit food and have the 
ood for those commitments, we should have a quota system here. 

He has not shown any inclination to work out formal agreements 
with other exporting and importing countries to provide for the 
maximum use of food and fiber in needy nations and to show 2 spirit 
of cooperation and fairness to other exporting countries in making 
donations and concessional sales. 

Early in May there will be a meeting of Cabinet level people from 
the exporting nations in Washington. 

He opposes, for example, additional intermational commodity agree- 
ments such as the International Wheat Agreement. He continues to 
oppose multilateral negotiations necessary for the establishment of an 
international food and raw materials reserve. 

While every major agricultural producing nation continues and 
improves programs of price support for agricultural producers, Sec- 
retary Benson continues to ask the Congress for authority to lower 
still further prices of U.S. farm commodities and to imply that the 
farmers of this Nation ought to sell at prices established in the un- 
protected and widely fluctuating world market by international car- 
tels and speculators. 

The Secretary of Agriculture obviously fails to see Public Law 
480 operations as anything more than a surplus disposal program. I 
refer to 480, but I am talking also about 402. It is natural that he 
would have difficulty getting other exporting nations to look at it 
any differently. However, if the Congress should recognize the sig- 
nificant part that the expanded use of food can play in economic 
development and technical assistance programs, we believe the result 
would be to greatly strengthen such programs and at the same time 
put our food and fiber stocks to work in such a way as to benefit all 
the citizens of the United States. 

Tt is a matter of conviction with us that it is morally wrong to 
permit starvation and malnutrition to exist anywhere in the world 
if there is productive capacity to fill the need. 

I want to say here that at international meetings of farmers, this 
is © unanimous concept. It is almost a phobia, against restricting 
production or wasting food as long as people are hungry. 

We feel that the justification of our view is grounded in funda- 
mental humanitarian considerations inherently subscribed to by the 
people of this Nation. To live up to our convictions, Mr. Chairman, 
it is proper that we begin to look at our food and fiber stocks as 
valuable assets to all our citizens and to project their use over what- 
ever crore will best serve the interest of poverty ridden and starving 
people. 

How do we make the changes needed to emphasize the use of our 
food and fiber as an arm of our foreign policy? 

The very first step, Mr. Chairman, is to recognize in the authorizing 
legislation the need for long-range commitments and contracts. We 
should extend permanently the authority in titles I and IT of Public 
Law 480. It is our suggestion, also, that we amend existing legislation 
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to stress in concrete terms our interest in using food and fiber in 
excess of our needs to finance and support economic development in 
the nations in need of such assistance. Our interest is in stating 
clearly, in authorizing legislation, that our objective is to help aspiring 
people in less fortunate circumstances and to then see that section 402 
and Public Law 480 are administered in the spirit of a food for peace 
program, not continued as a surplus disposal program. 

Moreover, we see the need for more liberal terms than are now pro- 
vided including additional grants. For the critics of more liberal 
terms, we hasten to point out that we gave all, or virtually all, of the 
Marshall plan aid. We have reason to believe that giving more of our 
food may be the more prudent course to follow from the standpoint 
of cost—not only for ourselves but for our have-nation neighbors 
whose security and well-being is closely tied to the security and well- 
being of the United States and other have-nations of the free world. 

Grants are necessary very often, and fine, and they can be used too 
mone they are not embarrassing, but we do stress long, long term 
oans., 

Policy commitments along these lines, Mr. Chairman, would (1) re- 
move the uncertainty with respect to the use of our food, furthering 
economic development projects which cannot be completed in the 
short time afforded under annual renewal of Public Law 480; (2) re- 
move the basis of criticism in other exporting countries; (3) cut the 
ground out from under Communist propaganda; and (4) strengthen 
existing programs of dollar economic cooperation. 

Committing our agricultural commodities in this manner changes 
them from surplus supplies to development supplies, and changes the 
name from a program of a surphis disposal to a program of food 
for peace. 

In the conduct of our international policy, dollar loans are author- 
ized under the Development Load Fund. Farmers Union has sup- 
ported such economic assistance. In this connection, we should like 
to urge that where feasible, our abundant food be used to supplement 
the financing of capital investment projects of basic economic nature 
such as dams, stow 2 etc, Our abundant wheat will go a long way 
toward aiding countries such as India in providing work opportun)- 
ties on projects which, when completed, will contribute to the up- 
grading of standards of living generally. We do not believe that our 
food and fiber is a substitute entirely for dollar aid, but tremendously 
helpful. Some have suggested that food and fiber could be used to 
finance up to 80 or 90 percent of the cost of some projects. 

We know that there are problems to be solved to make possible 
such use of U.S. food and fiber and that many of the technicalities 
cannot be solved through enactment of legislation. We believe, how- 
ever, that the interest of all the citizens of the United States would 
be served if means can be found to utilize our great storehouse of 
food in the emerging areas of the world. 

What we are proposing, Mr. Chairman, is making changes in the 
basic legislation authorizing the use of food overseas that will trans- 
form existing programs into a positive program of food for peace. 

Farmers Union strongly endorses the use of food through the 
United Nations. 

The largest contributions to the U.N. special fund and the techni- 
cal assistance programs as expected, are made by countries which 
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have developed their own resources most fully and as a result have 
made the greatest economic progress. Food used through those and 
other U.N. programs, would not replace contributions of currency, 
but would be made available by governments presently contributing 
for two specific purposes : 

(1) To further the objectives of economic and social progress 
through education. Food would be used wherever it would contribute 
to the program and its use would be administered in the same or 
similar manner in which currencies contributed are administered. 
(This is in keeping with proposal made by the U.S. delegation to the 
United Nations for greatly stepping up economic and technical assist- 
ance under the special fund now headed by Paul Hoffman. Our Gov- 
ernment’s spokesman on the U.S. delegation, Congressman Judd, 
recommended a program of $100 million scope.) 

(2) To determine whether a multilaterally administered program 
which involved the use of the world’s surplus of food and fiber can 
be a solution to the problem pointed up time after time by the FAO 
Committee on Commodity Problems. Such a pilot program would 
provide opportunity to develop administration procedures which 
would be of great value in the administration of an international 
food and raw materials reserve bank. 

The use of our food and fiber as an arm of our international policy 
becomes more urgent as the Sino-Soviet bloc penetrates the less de- 
veloped agricultural nations with economic aid programs. 

With few exceptions, the nations that have been offered aid are 
only a few years removed from colonial status. Their most urgent 
aspiration is to develop an industrialized economy. They are devoutly 
nationalistic for the most part but they recognize that if progress is 
to be made in economic growth they need help from the more 
industrialized countries. Mr. Hughes H. Spurlock, in an article ap- 
pearing last year in Foreign Agriculture, a publication of the Foreign 
Agricultural Service, has observed that— 

* * * the Sino-Soviet countries appear to offer all these things as a friendly, 
constructive gesture to help less developed countries meet pressing needs. 
Political strings are carefully hidden. 

This relatively new dimension that has been added to the conflict between the 
free world and the Communist world has many implications, and one of them 
is in the realm of world trade. If carried to its ultimate conclusion the Com- 
munist economic and political drive could reshape trade patterns to the dis- 
advantage of the free world. 

I think that is a soft statement. I think they can break up the 
playhouse in 10 years. 

Performance has shown that once a country is in the Communist 
grip, trade becomes a state monopoly and is carried out more for 
political ends than for economic reasons. 

Allen W. Dulles, Director of Central Intelligence, speaking in New 
Orleans, La., on April 8, 1959, further documented the Soviet threat 
to U.S. trade with underdeveloped nations. He said: 

The Soviet 7-year plan, even if not fully achieved, will provide the where- 
withal to push the expansion of trade and aid with the uncommitted and under- 
developed nations of the free world. By 1965 Soviet output of some basic raw 
materials and some industrial products will be approaching, and in a few 
eases exceeding, that of the United States. Most prominently, the products 
will be the kind that are needed for industrialization in the less-developed 
countries. 


The outcome of this contest—the Communist challenge in underdeveloped 
areas—is crucial to the survival of the free world. 
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Unless we use our food and fiber resources constructively now, Mr. 
Chairman, we could lose existing dollar markets for our food and 
fiber. And I want to add that this gentleman who says that they need 
not have a war, I believe is right. They can lick us in the economic 
field unless we wake up. We are way ahead on food. That is one 
item we are way ahead on. But they are going to catch up on that, 
too. Both China and Russia. 

Mr. Chairman, I want to express on behalf of Mr. James G. Patton 
and the Board of Directors of National Farmers Union, appreciation 
for the opportunity to present our views on using food and fiber in 

rograms of economic cooperation with our free world neighbors. 

ion 402 of the Mutual Security Act and Public Law 480 have 
served us well; they can serve us even better transformed into a pro- 
gram of food for peace. 

Chairman Morgan. Thank you, Mr. Solberg. 

Dr. Judd. 

Mr. Jupp. Mr. Solberg, I am not clear just how you anticipate using 
these surpluses, so-called, to greater advantage. For example, on pa 
2 the middle of the next to the last paragraph, you speak of the “signifi- 
cant part that the expanded use of food can play in economic de- 
velopment and technical assistance programs.” 

I wish you would spell out for the record just how we can use 
food better. What do you mean by “expanded use”? Just more given 
away or what? What is the procedure? 

Mr. Sortserc. We stress long-term loans primarily. I talked to 
several people in India and I wish you would raise that question with 
Chester Bowles because he can give a much better answer to it. 

But there are projects, using an example of India, building a school 
and putting adults or young people through that school, by feeding 
and clothing—let’s say both food and fiber—with very little capital 
investment, It is an increase in standard of living that the Indians 
seek. Education leads on to many things, There are dams, canals, 
roads and many other things in other countries where food could be 
40 percent to 80 percent of the investment and not create havoc in the 
regular channels of trade here or destroy farmers, there. This is not 
a simple problem but I am convinced that if eight people sat down 
for 1 year—I should not say sat down—got off of it for 1 year, that 
they can find the means. 

Mr. Jupp. I still want to know about the mechanics. You say 
loans. Would you authorize the use of a larger volume of these com- 
modities to be loaned to countries to be repaid in their currencies? 
Would those soft currencies then be used to pay for the labor and 
whatever can be produced locally, needed in the construction of proj- 
ects? Is that the process? 

Mr. Sorzerc. There is a double way. You might go into that, but 
first I think Congressman Poage has a pretty good idea in 50-year 
loans, but we provide a planned amount of food for a project for 10 
years, or 5 or whatever it is, and we don’t begin collecting on that 
loan until the last shipment is made and then begin collecting on 
principal and interest. 

If that was in soft currencies, and it came here, I wouldn’t be 
adverse to using that same amount to help further in the capital 
investment. 
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_ Tam not a technician and I don’t know the exact mechanics, but 
it would be the loaning of food, and the use of food does not create 
inflation, whereas money loans do. 

_ Mr. Jupp. Would you favor our increasing the amount of author- 
ization in this bill earmarked for buying surpluses from CCC to 
—— the program ? 

_ Mr. Sorzere. Yes, section 402, or in Public Law 480, or a combina- 
tion. I know that you have to think in terms of both of them and 
that is why I brought both of them to your attention. 

Mr. Jupp. Now, suppose we can’t get the Congress to appropriate 
more money; and you know the talk about cutting the by down a 
third or so. Somebody pointed out this morning that the Congress 
on the whole has averaged a cut of 19 to 22 percent each year. 

Suppose we can’t get them to expand the authorization for what 
is called for aid. I am not clear from your statement whether you 
think we should then cut down the dollar aid and put more into food 
and fiber, or go on about as we have, because you say you recognize 
food and fiber can’t be a substitute i dollars. Should we cut the 
dollars and use more of this? 

‘ a Sorzerc. Probably it is both. Economic aid in dollars and in 
ood. 

Mr. Jupp. I know, but if we can’t get them both, which do we do? 

Mr. Sorserc. I am quite sure you won’t get around to it this year, 
but if we change the farm program to a quota system that costs a 
lot less than the existing program—I don’t want to use the word 
“disposal”; that is something you use in your kitchen—we could 
move a lot of food to foreign countries and have their friendship and 
build their economies, so they wouldn’t want ours, at a figure a lot 
less than what the agricultural program alone might cost. 

You see, I expect the interest rate on storage—and I am not against 
the storage or the setting aside of excesses here, we need that; but 
we find in many instances this food for peace program would cost 
less and do a tremendous job. It’s cost would be a small percentage 
of the $40 or $50 billion security program we have. We have to 
have that, but it doesn’t bring us the security that a food for peace 
program could. 

Chairman Morean. Mr. Meyer. 

Mr. Meyer. Mr. Solberg, I generally endorse your proposition, I 
have been a student of matters related to this, and there are a couple 
of questions I would like to raise in connection with your statement. 

At the bottom of page 2 you mention productive capacity and I 
know through my own experience with farmers that their great urge 
is to produce and produce. ¢ 

Mr. Sornerc. You can’t stop them. They just love to do it. I know 
what you mean. 

Mr. Meyer. T know that in our country we are capable of produc- 
ing a lot of food and we will produce even more if we extend the 
price support system because we are ever increasing production. 

The point I would like to make is this: Much of this surplus pro- 
duction comes from land which shouldn’t be used for the use that 
is being made of it. In other words, in many areas they are produc- 
ing grain on soils that should be primarily in grass, and therefore we 
have a greater productive open in one way than the long-term 
interests of this country would dictate. In other words, for the long- 
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term interests of this country some of this land shouldn't be producing 
grain. 

Do you think that the farmers of this country would be willing to 
cut back their production on those areas if we went along with some- 
thing like you proposed or not have those areas included under the 
yy one program. 

r. Soigerc. I come from Colorado. You are from Vermont. 
I come from an area where I hear that argument very often. I lived 
originally in North Dakota where it gets dry once in a while, too, 
but by golly, you can raise grass there. 

A lot of the great plains area, if it can raise grass, it can raise grain, 
and if it gets so dry it doesn’t raise wheat, it is a dust bowl. I couldn’t 
believe that myself when I first came down there, but the main part 
of your question is this: Do we accept some responsibility for cutting 
down on the surpluses? 

I think we should have a farm program that doesn’t base itself 
ae acres because it has never worked and I doubt that it ever 
will. 

I can raise as much in a few years on 50 acres as I can on 100. 
That has always been true. Or 5,000 instead of 10,000. 

You may have need in farm legislation for some restriction in 
acres, but the pehoary thing is to have a market quota above which 
you cannot go. The basic quotas should cover the domestic, normal 
trade, the regular feed and seed part of our use. Then if you go 
further on foreign aid, and you do Conening about older people and 
others in this country who are hungry—and we have a lot of them; 
not a tremendous lot, but we have 4 lot—you increase the quotas, This 
can be accomplished through a so-called stamp plan or some food 
allotment plan here in the United States. If the Congress and the 
people of the United States thought it was important to help feed the 
people in other countries and to help with economic development in 
other areas, working to develop a cash market in time—not probably 
as high as your loan program would be—then we again increase 
those quotas. 

They cannot take something for 1 year and not know what happens 
the next. They need a 2- and 5- and 10-year program, and if we are 
to come up to our commitments on it, then we should do the same 
kind of planning. I know the word “planning” is terrible in this 
country, but that is exactly what it is, so that you know you have 
enough wheat or corn or something else to meet that commitment. 
I think that answers what you are saying. That there has to be 
relation between supply and what you can use it for. 

Mr. Meyer. Yes, indeed, and that also brings up another question : 
I have a friend who has been abroad in India and other lands and he 
brings out another very important point that I have been concerned 
with myself and that is the problem of populations. 

He is afraid in some ways, depending on how we would work out 
a food for peace program, that we would perhaps encourage the 
growth of populations in some of these lands, whereas there is a real 
problem in discouraging such growth. 

Have you thought about that or have you any ideas how such a 
program as you have outlined for us would work in that respect, and 
go to increasing population pressures in these lands? 
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In other words, if you keep feeding them, they are liable to accen- 
tuate their problem and when we no longer can furnish the food in 
years when we have drought or trouble—— 

Mr. Sorserc. We should have enough in our own storehouses for 
our drought all the time. 

I think we are increasing the population in this country as fast as 
India ever did. If they had schools, training technicians, they would 
start solving a great deal more of their own problems. It isn’t done 
in 1 year. For example, they don’t want to eat our hard wheats. 
Canadian hard wheat, spring wheat, and the U.S. hard wheat grown 
in the area I come from—this is winter wheat—is the biggest problem 
we have. 

In most countries they don’t want to buy hard wheat. They aren’t 
accustomed to it; second, it is called blood wheat if it is red wheat. 

On a long-term basis you can do a lot in developing taste and de- 
mand for it. 

Chairman Morean. Mr. Fulton. 

Mr. Furron. We are glad to have you here. 

In order to clear up a matter that came up this morning, I had 
commented at the hearing about a $100 million military U.S. aid pro- 
gram for Latin America in the coming year 1960, the fiscal year. 

As a matter of fact, on March 19, Defense Secretary Neil McElroy 
appeared before this committee and testified for $96.4 million for 
Latin America, so my figure was a general rounded figure. I wanted 
to put that in the record. 

The question comes up, what kind of return the U.S. people should 
get for U.S. surplus agriculture commodities in these foreign aid 
programs when they could not be getting dollars. I would oppose 
50-year loans to recipient foreign countries to finance current U.S. 
sales of surplus foods because that would mean that children 50 years 
from now would be paying their taxes for the food eaten by their 
ancestors, and I think the United States might not get too much co- 
operation out of it when the bonds became due. 

I certainly wouldn’t want to be paying for the butter and eggs my 

andfather ate. Under current taxes it would decrease my present- 

ay living, and I understand that would be the problem for these 
peoples in the future. If United States postpones payment, possibly 
that payment would be looked upon not too favorably and it would 
hurt our U.S. foreign relations if debt be carried that far in the future, 
when spent not for permanent improvements, but for current con- 
sumption purposes. 

Mr. Sousere. I said it could be less than that. I said not to be more 
than 50. 

But it isn’t necessarily true that the children are paying the bill for, 
let’s say their grandparents’ food. The purpose of this program is to 
develop their standard of living, which means industrialization and all 
that. 

If it succeeds, the children are gaining 10 times as high a standard of 
living and the loan made now would be very small. And, if it fails in 
that, I think there is a catastrophe in the world, anyway, so it isn’t 
necessarily true. 

Mr. Fuuron. The reason I am here is that somebody provided the 
food for my grandfathers and grandmothers, but I certainly don’t 
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want to pick that check up now after 50 years, with interest added, 
and pay it out of my current budget, even on a Congressman’s salary. 

Mr. Sorzerc. I wouldn’t want it either. 

Mr. Furron. Then we have to leok at that problem from the point 
of view of the recipient peoples and their descendants. There is no 
use hanging onto the same system where World War I obligations 
have plagued us for years and plagued our U.S. foreign relations for 
years. 

I have suggested that we try to get cultural exchange in return from 
these recipient countries for the U.S. agricultural surpluses we ship 
abroad. ee: of these countries are very fine on their art, on their 
musical instruments, on their embroidery, on their things of life that 
they can make by hand. They carry on as a village industry, and they 
are contributing in return to U.S. culture, and are not being in the 
position of just impoverished recipients without giving anything in 
return. 

I have been to many schools in Pennsylvania, which I have the 
honor to represent with our good chairman, Congressman Morgan, 
and in some of the rural schools; it is apparent what these schools 
lack in local cultural advantages what our city schools, such as around 
Pittsburgh and Washington, Pa., or our larger cities, have available 
in museums and various cultural institutions. These U.S. students do 
not have access to the museums and they do not have access to cultural 
benefits that are adequate. For example, we might have programs of 
bringing a cultural exchange on the people’s level, and let their recip- 
ient peoples feel that they are giving worthwhile cultural benefits in 
exchange. 

I tried to amend the Mutual Security Act several times to do that, 
and it was promptly defeated, because it was said that the mutual 
security program was not for that purpose. 

I believe if you would look into it and find what the cultural needs 
might be, that we on this committee, some of us, would certainly be 
glad to help you, even if it is simply having the artists in these foreign 
countries that have no resources to follow their art, copy some of the 
masterpieces in oils or in water colors and get them back to the U.S. 
children in isolated communities who never have the opportunity to 
see such a thing. 

Mr. Sorserc. That is correct. 

I have no objection, because if they can feel they are repaying it, 
by that method or otherwise, I am for it. That is why a long-term 
loan is better than a grant. 

Let me go back to the other question. I will say this, and I think 
it is very practical : 

If in my grandmother’s and grandfather’s day there was any hope 
for us to have an industrial system as we have now and could increase 
it by 5 to 10 percent a year, and there had been loans set up for food 
or something else—at that time, something else—then it would be a 
very small burden on me today to pay the loan at that dollar value. 

Mr. Fuuron. We in this country are practical, so you know our 
Government has not paid off the bonds issued for World War I. We 
still carry them as an obligation, and here it is from 1919 to 1959, 40 
years later. The richest country in the world has not paid World War 
I debts off, and we had debts existing eee to that time that the 
Secretary of the Treasury had not been able to pay off completely. 
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If we, the richest country in the world, are not paying debts after 40 
years, which were necessary to our survival, how much less should 
we in the United States expect recipients, future generations, to pay 
the food bill for their grandfathers and grandmothers ? 

Mr. Sorserc. I won’t debate it except to say this, and I would be 
glad even to develop figures on it. If it develops these other economies 
and develops friendship, and it is never paid back, it would be a much 
better expenditure of fands than we do now in relation to agriculture. 

Mr. Fuuron. Would you recommend as I would that we now forgive 
part or all of the purchases of previous shipments of food to these 
countries that are hard up as part of our 1960 mutual security pro- 
gram?’ Why don’t we reduce some of their burdens and then we 
could move more surpluses. 

Mr. Soinerc. Again I can’t answer you because I am a technician 
and I suppose it varies. 

Mr. Fuuron. You can put that in the record later. 

Mr. Sorserc. I am sure I agree with you for this reason: Short- 
term loans will not permit them to dover their economies. 

Mr. Fuuron. Yes, but possibly we should have things other than 
loans that we should look around for that do permit them to produce 
and do it in ways that we haven’t thought of. 

Mr. Sounerc. That is all right. 

Mr. Funron. As a matter of fact, I just recalled on the Marshal! 
lan I suggested we take in exchange the quarries of Italy. Some- 
body got in touch with me later and said, “You know, — adopted 
that. They decided they would get the quarries going because it 
was a cultural production that the Italians had had for a long time 
and they were wonderful stoneworkers.” 

Mr. Sotsera. Some of the countries receiving our food need to train 
doctors. 

But in Public Law 480, we limit it to short periods of time. Even 
the Marshall plan was for 4 years. 

Mr. Fuvron. Another thing is this: I must say that not you par- 
ticularly but the agriculture people are a part of the cause of these 
surpluses. Because Congressman Javits and I on the House floor 
were called geranium farmers and flowerpot farmers—I am a city 
farmer—because we said do not let the surpluses accumulate after 
World War II. See that they are distributed because food is for the 
eating and not for the storing. 

And it was both sides, Republican and Democrat, of the House 
Agriculture Committee that kept pushing the limits up on us, against 
Javits and my amendments, on retaining wheat and_corn products 
in storage in this country when we in the cities said, “Let’s distribute 
the 

I point out we in the steel industry in Pittsburgh had sense enough 
not to produce steel and get tremendous surpluses that would always 
clog the market. 

‘And the same thing in the coal industry. We don’t produce if 

*t use it. 
"a ape I agree with you on that because IT have watched 
our program for many, many years. That is what we stress first. 
The human stomach. Then we have the industrial uses. Another 
thing we do believe in is that there should be a certain amount 
stored for emergencies. 
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Mr. Fvurron. I want a security storage, but I would set that amount 
aside and so recommended a number of years ago when the 
atom bomb issue became severe, that we have around the cities in 
strategic points the storage of these commodities in a form that could 
be used in event of disaster and that we remove the storage facilities 
of that kind of strategic storage that is kept on a revolving inventory 
basis from the area of production. 

Mr. Sorzerc. We agree with that. It is in our program. 

Mr. Fuuron. I might say to you I think you have made a tre- 
mendous mistake storing this food in its original form simply at the 

lace of production where it not only is a blot on the landscape but 
it appears to be quite a considerable size installation when we went 
by one of them and thought it was a city, while driving through the 
Midwest. 

Mr. Sornerc. In points of population is where it is now, that may 
be hit by the atom bombs. It should be in the periphery. We should 
get it out. 

Mr. Futton. I want it near the industrial and population centers. 

Mr. Soxserc. But not in them. 

Mr. Furron. Well, it could be. I wouldn’t quarrel about the dis- 
tribution but it should not have to tax the transportation facilities of 
the country to get it to these places, nor the milling facilities to take 
care of it at the time of the emergency. It should be done in advance 
on an “Operation Squirrel,” I would call it. 

Mr. Sorzera. I agree. 

Mr. Fouvron. I think the farm program should be aimed toward 
the small farmer and the family size farmer on the basis of insurin 
him against loss for reasons beyond his or his family’s capacity. i 
have voted always against these rigid high price supports because it 
means going so far down the wrong road in laying up surpluses. 

In addition to getting in touch with us moderate people you might 
do better to get more votes for a moderate farm program and we then 
from the cities and the suburbs are always treated as if we don’t 
know what food is, because we are not in a certain block. 

Mr. Sorzerc. I think you could go along with our idea on this one. 
There are 5 million families in the United States on farms, and they 
are going down fast. They can’t get together through any organiza- 
tion today except through an arm of government. We don’t want 

overnment telling them what todo. But to assist them, and to begin 
Paling them, to arrange their quota system so there wouldn’t be 
excess surpluses, and so they could have a reasonable price—1 per- 
cent of surplus in some agricultural product cuts the price 25 percent. 
No other group has that, you see. 

Mr. Fuuton. I would like to advise you that Congressman Morgan 
and I, for western Pennsylvania, were part of a group of Congress- 
men in our area that crossed party lines to set up the surplus food dis- 
tribution system in cooperation with the labor unions, and we have a 
very fine program in operation yet. 

Mr. Sorserc. I am for that. I wish that would start here. 

Mr. Furron. We did this through the Department of Agriculture, 
we spent some time on it, we brought our State of Pennsylvania offi- 
cials down. -Our local officials came as well, and we had good advice, 
and the program has worked out remarkably. 
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Could I finish, too, on this: I am against the limitation on the pro- 
duction of food as long as it is done well. I think the resources of 
the world and of the country should be used. 

I would have a penalty on the misuse of land and the misuse of 
soil and permitting it to go down the creek, and go into valleys and 
ravines. 

Mr. Sorpere. If the farmer gets a decent income that can be im- 
posed and he will gladly do it. 

Mr. Fuuron. So I favor strongly all the conservation practices and 
again would argue with you that you should not limit the farmer’s 
production because he likes to produce. Why do it? 

Mr. Sorzere. Then you have surpluses, you see. 

Mr. Furron. Not under my program, because I would have full pro- 
duction, and then I would males sure every year that we had the ade- 
quate consumption for everybody in the country. 

Mr. Soizerc. And elsewhere. 

Mr. Fuuron. And, secondly, that we set up a strategic reserve of 
food on this revolving basis—not centered at the places of production, 
but where the industries and the population areas are, and then the 
surpluses above that, I would use as an arm of our U.S. foreign policy. 

Now, let me finish, too. I would then have the Agriculture Com- 
mittee work in cooperation with the House Foreign Affairs Commit- 
tee on projects so that we have it within the framework of foreign 
policy, and that we on this committee also know the needs of Ameri- 
can agriculture. And you then have a team working on it. 

Mr. Sorzerc. We are 100 percent for that, mec "ra it provides 
him a good, sound income, and it can be done. 

Mr. Fuuron. Let me tell you, we from the coal mining areas, Tom 
and I, and the steel producing areas, certainly want good customers. 
But we don’t want relief customers. I would rather have all the 
farmers producing everthing they reasonably and well can produce in 
view of the land use, in optimum rate, in our country. 

Mr. Sotserc. I hope we have the sense to produce all of this, move 
it to where it is needed to build standards of living here, and elsewhere, 
and let the farmer have it, too, and that is what you are saying. 

Mr. Futron. Any people that are useful in this world will never 
be eliminated. If they find you a convenience, a use and a help, pe | 
are going to want to keep you in business, and I think that is what will 
happen with all the foreign nations, as far as the United States is con- 
cerned. If we have the wit to do it in this country. 

Thank you. 

Chairman Morean. Thank you, Mr. Solberg. 

The committee stands adjourned until 10:30 tomorrow morning, 

(Whereupon, at 4:55 p.m., the committee adjourned to reconvene 
at 10:30 a.m., Tuesday, April 21, 1959.) 
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